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1 . I, Christian Mayaud, am the named inventor of the '681 Application. 

2. The present '681 Application is a continuation of United States Patent Application serial 
number 09/121,597, filed July 24, 1998, which is a continuation of United States Patent 
Application serial number 08/942,372, filed October 2, 1997 (now U.S. Patent number 
5,845,255), which is a continuation of U.S. Patent Application serial number 08/330,745 (the 
'745 Application) filed October 28, 1 994 (now abandoned). 

3. On a date prior to December 13, 1993, 1 made a confidential presentation to a third party 
regarding my invention then called "Physicians' Online." In support for that presentation, I 
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provided a handout, a copy of which is attached hereto as Exhibit A, (all dates on submitted 
materials have been redacted), this handout material is numbered ?OL 03771 through POL 
03783. This handout, Exhibit A, bears a printed date thereon (redacted) at page marked POL 
03771, which shows the date that the meeting took place, a date prior to December 13, 1993. In 
further support of the date of this said meeting, attached hereto as Exhibit B, document no. POL 
05667, is a copy of two pages from my personal calendar. In my writing there is displayed on 
the left side a morning entry, showing my "9:30" meeting (third party name and meeting location 
redacted) which date, printed on my calendar (redacted), is prior to December 13, 1993. This 
corroborates the date on the handout and the date the meeting took place prior to December 1 3, 
1993. Other writings on this Exhibit B sheet reflect my notes of the parties in attendance at the 
meeting. 

4. On another date prior to December 13, 1993, 1 made another confidential presentation to 
another third party regarding said invention "Physicians' Online." In support for that 
presentation, I provided a handout, a copy of which is attached hereto as Exhibit C. This 
handout material is numbered THB12195 through THB12206. This handout, Exhibit C, bears a 
printed date thereon (redacted) at page marked THB 12195, which shows the date that the 
meeting took place, a date prior to December 13, 1993. This corroborates the date the meeting 
took place prior to December 13, 1993. 

5. On another date prior to December 1 3, 1 993, 1 made another confidential presentation to 
another third party regarding my said invention "Physicians' Online." In support for that 
presentation, I provided a handout, a copy of which is attached hereto as Exhibit D. This 
handout material is numbered THB 08060 through THB 08072. This handout. Exhibit D, bears a 
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printed date thereon (redacted) at page marked THB 08060, which shows the date that the 
meeting tookplace, a dateprior to December 13, 1993. This corroborates the date the meeting 
took place prior to December 13, 1993. 

6. On another date prior to December 1 3, 1 993, 1 made a confidential presentation to a third 
party regarding my said invention "Physicians' Online." In support for that presentation, I 
provided a handout, entitled Business Summary PHASE 1 Medical Knowledge Management, 
which is attached hereto as Exhibit E, having document numbers POL 03290 through POL 
03348. This handout. Exhibit E, bears a printed date thereon (redacted) at page marked POL 
03290, which shows the date that the meeting took place, a date prior to December 13, 1993. 
This corroborates the date the meeting took place prior to December 1 3, 1 993. 

7. On another date prior to December 13,1 993, 1 made a confidential presentation to a third 
party regarding my said invention "Physicians' Online." In support for that presentation, I 
provided a handout, entitled PHASE 1 Business Plan Medical Knowledge Management, which is 
attached hereto as Exhibit F, having docunient numbers POL 02223 through POL 02301 . This 
handout, Exhibit F, bears a printed date thereon (redacted) at page marked POL 02223, which 
shows the date that the meeting took place, a date prior to December 1 3, 1 993 . This 
corroborates the date the meeting took place prior to December 1 3, 1 993, 

8. On another date prior to December 13, 1993, 1 made a confidential presentation to a third 
party regarding my said invention "Physicians' Onhne." In support for that presentation, I 
provided a handout, entitled Physicians' Prescribing Network, which is attached hereto as 
Exhibit G, having document numbers THB 06006 through 06042. This handout, Exhibit G, 
bears a printed date thereon (redacted) at page marked THB 06006, which shows the date that 
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the meeting took place, a date prior to December 13, 1993. This corroborates the date the 
meeting took place prior to December 13, 1993. 

9. On another date prior to December 1 3, 1 993, 1 sent a facsimile transmission of at least a 
one page document entitled "Physicians' Online: 5 year Plan " regarding my said inventipn, 
which is attached hereto as Exhibit H, having document number THB 07125. This document, 
Exhibit H, bears a printed date thereon (redacted) at page marked THB 07125, which shows the 
date of the facsimile transmission^ a date prior to December 13, 1993. 

1 0. All of the handouts and presentations referenced above in paragraphs numbered 3 
through 9 support that my said invention "Physicians* Online," as presently embodied in at least 
claim 70 of the '681 Application, was invented by me, and was conceived by me, prior to 
Decembers, i993. 

11. On a date prior to December 1 3, 1 993, 1 retained a Patent Law Firm to file a patent 
application for my said inventions. From a date prior to December 13, 1993 and up to October 
28, 1994 1 continuously and regularly met on numerous occasions with my patent attorney who 
drafted my patent application. During this time I met with my patent attorney approximately two 
days per month at his offices so as to review his progress on this sizeable disclosure and his 
drafts, which I reviewed arid edited. As a result of continuous and diligent meetings with my 
patent attorney, a patent application was drafted resulting in the *745 Application, which had 172 
typewritten pages in the specification and having 16 sheets of drawings. The '745 Application 
was filed with 69 claims which included three independent claims. In order to draft this 
application, considerable amount of time was necessary to meet with my patent attorney and 
review each claim as well as to review the entire specification arid the drawings and flow charts. 
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The specification drafted by my patent attorney included at least 35 separate sections detailing 
and describing my invention, which required the numerous meetings with my patent attorney to 
draft. On information and belief, my personal calendar would support these visits with my 
patent attorney. At the present time my said calendar is not in my control. It may come into iny 
control at a date in the fiiture pending third party htigation. 

12. . At all times from a date prior to December 13, 1993 through the filing date of my *745 
Application, both my patent attpmey and I were diligent in preparing and filing my *745 
Application for patent. 

1 3 . The power point slide show presentation produced and filed in my earlier section 1 3 1 
declaration for this *681 Application was developed by me on a date prior to December 13, 1993. 
The actual presentation was presented to several companies under confidentiality agreements on 

dates prior to December 1 3, 1 993. 

/■ 

14. All of the handouts and presentations referenced above in paragraphs numbered 3 
through 9 illustrate that I invented the subject matter of claim 70 of the '681 Application prior to 
December 13, 1993. In particular, I note the following: 

• a prescription creation screen having prescriber-operable data capture devices is 
illustrated on document nos. THB 06017and 06036; and POL 02237, 02242, 
02247, 02271, 02273, 03779, 03780, 03781, 03545, and 03548 of the enclosed 
materials; 

• a patient identifier data capture device for capturing patient-identifying data is 
illustrated on document nos. THB 06010, 06012, 06015, 06017, and 06036; and 
POL 02243, 02247, 02271, 03545, and 03548 of the enclosed materials; 
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• a prescribed driig data capture device for capturing prescribed drug identification 
data is illustrated on document nos. THB 06010, 0601 1, and 06012; and POL 
02246, 02247, 02248, 02261, 02271, 02273, 03779, 03780, 03781, 03545, and 
03548 of the enclosed materials; 

• at least one drug quantifier capture device for capturing drug quantification data is 
illustrated on document nos. THB 06036 and POL 02247, 02248, and 02271 of 
the enclosed materials; 

• a patient condition data capture device to capture patient condition data regarding 
said patient condition exhibited by said patient whereby said electrpnic 
prescriptioii further comprises said patient condition data is illustrated on 
document nos. THB 06010 and 06017; and POL 02243 and 02271 of the enclosed 
materials; 

• a library of prescribable drug data accessible by one or more of said data capture 
devices fi-om said prescription management screen to display multiple 
prescribable drugs is illustrated on document nos. THB 06010, 0601 1, and 06012; 
and POL 02236, 02246, 02248, 02261, 02273, 03545, 03548, and 03549 of the 
enclosed materials; 

• a prescription output screen device to output a completed prescription is 
illustrated on document nos, THB 06012 and 06036; and POL 02246 of the 
enclosed materials. 

15. I actually utilized the subject matter of claim 70 to write and generate an electronic 
prescription for viewing on a prescription creation screen and printed it out prior to 
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December 13, 1993. The prescription was printed on a printer and included the paUeni condition 
and identification and quantification data regarding a drug prescribed fay me for treatment of the 
patient condition, the patient condition and dnig data being captured into the prescription by the 
data capture devices. To the best of my knowledge a copy of this prescription would stiU be in 
meraojy of my original computer, which at the time of makmg this declaration, said computer is 
in storage in a location not in my present control. 



I, Christian Mayaud, hereby declare that all statements made hercm of ray own 
knowledge are tnie and that all statements made on infonnation and belief are i>elieved to be 
true; and fimher that these statements were made with the knowledge that willl ul false 
statements and the like so made are punishable by fine or imprisomnem, or botli. under Section 
1001 of Tide 18 of the united Slates Code, and that such willfid fidse statemenls may jeopanlize 
the validity of the q)plication or any patent issued thereon. 



DECLARATION 




Christian Mayaud 
2 Governors Road * 
Bronxvillc NY 10708 



Date: 
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EXHIBIT A 



Handout 



Christian Mayaud, MD 

Gifef Executive Officer 

Steven Hochberg 

Oii^ Operating Officer 



f 



Ci 



PHYSICIANS' ONLINE. Inc. 




^j^^^^^j^^^j^^^^^^^j^^^^^^^^^^^^^^^^^^^^^^^^— ^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^ 

230 Park Avenue • #C-301 • New York • New YorK 10169 
212A338-9343 I 212/724-2032 I Fax: 212/724-0849 



"The success of managed care will probably deperid on the ability of these 
organizations to influence physicians' choices in the direction of Increased value." 



» John K Iglehart Managed Care. N Engl J Med 1992; 327: 742. 
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Physicians' Online is a personalized online medical inforniation and 
communications service dedicated to empowering physicians with the tools 
essential to advance the quality and control the cost of health care through 
informed decision-making. 



Physicians* Online ("Company") is an innovative new electronic medium designed to evolve 
into a comprehensive national medical information and communications network servicing 
the entire health care industry. The Company's online information products and 
communication services provide physicians with powerful tools to manage Medical 
Knowledge, Prescriptions, and Patients, Physicians' Online provides a distribution outlet for 
third'party produced information products and services. Physicians' Online also provides 
valuable proprietary information services to other industry participants including managed 
care organizations and the pharmaceutical industry. 

Phase I - Medical Knowledge Management 

Online medical information and communication services which are readily 
accessible and free of charge to member physicians through optional online 
advertising support The Company has assembled the most powerful, yet user- 
friendly, collection of medical information tools available from leading third-party 
sources. The core information products target three key areas of identified 
information need, including medical literature (MEDLINE), medical diagnosis 
(QMR), and drug information (USP). Physicians' Online is being developed in 
cooperation with raiyor medical societies, pharmaceutical manufacturers & 
marketing organizations, hospitals, managed care organizations, and leading 
technology & third-party content providers. 

Implementation: 1993 through 1994 

Phase 11 - Prescription Management 

Online prescription fulfillment and cost containment programs made possible 
throiigh the use of "Smart Electronic Prescription Pads" (PDAs). This network is 
being developed in cooperation with managed care organizations, hospitals, 
pharmacists, pharmaceutical distributors, leading technology providers, and 
otiier health-care participants. 

Implementation: 1994 through 1996 

Phase III • Patient Management 

Online patient information for efficient retrieval and transaction processing 
resulting in enhanced clinical and administrative efiicienpy and cost- 
containment This network is being developed in cooperation with corporate 
employee benefits programs, private health insurance carriers, out-patient 
laboratories, electronic claims processors, installment credit organizations, 
hospitals, and other health care participants. 

Implementation: 1995 through 1997 

The Company's competitive advantage is based on its ability to attract physician use. 
Founded by practicing physicians with extensive experience delivering practical information 
products to busy clinicians, the Company has developed a market-driven product strategy 
designed to win maximum professional acceptance and use. The Company is establishing 
critical strategic alliances witii leading participants in every mcgor health care market 
segment The Company is currently working with several leading content and service 
providers to develop new products and services for this expanding multi-billion dollar market 
opportunity. 

COflDEim 
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Physicians' Online: 5 Year Plan 



To empower physicians with the tools essential to advance the quality and 
control the cost of health care through informed decision-making. 





Phase 1 
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Phase III 1 
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Phamiacists* Online 
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National Health Card Network 




500,000 physicians 
10.000 pharmaoeutica] execs 


300,000 physician ofTces 
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Prescription Fuffiibnent 
Rx Cost-Containment 


.Patient Administration Cost- 
Containment Programs 
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« Clinical Databases 

• Decision-Support Tools 

• News &Rnancial Services 

• Spedai Interest Fonims 

• other areas of identified need 


• Home Care 

• Managed Care 

• Fonnularies 

• PhannacyMetwork 

• "Electronic Deta£ng'& Rep Support 


• Electronic Patient Record 

• Outpatient laboratory Transactbns 

• Patient Health Maintenance 




• Pharmaceutical Advening 

• PharmaceuticalMiaomaiheting 
tnformation 

• MeiuDersnip o usa^e rmis 


« Prescription Processing 

• Micromdrkating Infonnatian 

• Member^ip& Usage Fees 


• Patient Transaction Processing 

• Ccmimunication Services 

• Micromarketing Informalion 

• MembershiD & Usaoe Fees 




• "Medical Info Vending Machines" 

• Sophisticated MDTargedngfAd 
Wizanr/ -Smart Adsl 

• InstaBedTenntnais. PDAs, & PCs 

• Computer-Sophisticated Members 

• Medical Society Support 

• Phannaceuticallndu^ry Support 

• Tlurd-Pafty Office Systems Support 

• Pharmaceutical Executives' Online 

• User-Friendly Interface 

• PrnmiAtarv TAVt-Rfilrifiva] Sfrftware 

• Proprietary Psychometric Mktg Data 


• "Smart Electronic Prescription 
Pads" (PDAs) 

• Installed Tenninsds, PDAs, &PC& 

• Automated PrescriberAssstanoe 
Programs 

• Proprietary managed care 
applications 

• National Electronic Fonnularies 
< Proprietary PrescriberProfifing 

• Patient Prescription Profiles 

« Proprietary Psychometric Maiketing 
Data 


• "National Health Card** 

» installed-base of diverse POS/PON 
entryfoints linking integral industry 
partkipants 

• Electronic Patient Transactions 
N^work 

• ThiRW»arty Office Systems Support 

• Hosplal Systems Support 

• Cellular Communications link to 
Physicians 


^^^^ 

^^^» 


• Medical &Pro(e5sionat Societies 

• Phannaceutical Companies 

• Pharmaceutical Marketmg Cos 
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Companies (IMS/ MMG^PMS) 

• Thirdi>3rty Content Providers (NLM/ 
Camdat/USP) 

• Medical Office System Companies 

• Technology Providers (CompuSewa^ 
Sybase/ Conquests Coconut/ Applet 
Sun/ HP/ Cube) 


• Prescription FuStllment Companies 
(Medco) 

t Phannacies^harmactst Societies 

• Manaofid Cara Oraanizations 

• HMOs/PPOs^lPAs 

• Hosplal Chains 

• Hospital Fonntiaries 

• Corp Employee Benefits Programs 

• Medical Office System Companies 

• Technology Providers (AT&T/ Applet 
EO/ Motorola/ HP) 


« Corp Employee Benefits Programs 

• Private Health Insurance Carriers 

• BC/BS/Medicani/ Medicare 

• Out-Pattent Labs (MetPath/ 
Bioscience/ ^F/ NHL) 

• Outpatient Testing Companies 

• ^Iment Credit Organizations 

• Bectronic Claims Processing & 
Clearing Houses (NEtC/ EDS) 

• Medical Offices Hospital Systems 
Companies 




• Systems Integration of existing 
haniware & software technology 

• Packet Data Networic technology 

• Simple Text Retrieval Software 

• Third-oarty Content Devetooment 


• 'Personal DigrtaiAssistantsr (PDAs) 

• Data network technology 

• Proprietary PDA applic£^on8 
development 

• Persoriallnfo Management (PIM) 


• Systems Integration 

• Proprietary patient administration & 
oosi-CMiainmeni af^ix^ons 
devetopmenl 

• Cellular dala network technology 
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• 150,000 physician members 

• 5,0X hospital members 

• 5.0X hospital-based terminals 

• 5,000 PDAs In Physician Offices 

• 150,000 additional POL software 
installations 


• 300,000 physician members 

• 10,000 hospital menibers 

• 20,000 hospHal-basedtemraials 

• 100.000 PDAs inPhysicianOffioes 
< 10,000 mobile PDAs 

• 500.000 additional POL software 
installations 


• 500,000 physician members 

• 10,000 hospital memb^ 
50,000 hospital-based (enninals 

• 300,000 PDAs in Physician Offkxs 

• 400.000 mobOe PDAs 

• 800.000 additional POL software 
installations 
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A personalized online medical information & 
communications service dedicated to empowering 
physicians with the tools essential to advance the 
quality and control the cost of health care through 
informed decision-making. 




Physician as Knowledge Worker 

Problem & Opportunity 
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Desk-bound 
Document Processing 



Barriers to Physician Use 

• Price 

• Access 

• Ease of Use 

• Awareness 

• Time 
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^ Physician UarkeX Strategy 




Phase 1 


Phase II 


Phase III 


Knowledge 


Rx 


Patient 
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Strategic Alliances 



Phase by Phase 

Sector by Sector Coopcrathra Participation 

Cooperative vs Competitive 

Market Growth vs Market Share 

Physician "Desictop" Control 

First Mover Advantage 
Physician Use: All or Nothing 
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(ADVERTISEMENT HERE) 
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Keys to Success 

• Physician Membership & Use 

• IWarket-driven not Technology-driven 

- Systems Integrator of Existing & Leading Technology 

- "Physlclan-centric" Market Strategy 

• Integral Industry Participation 

• "First-Mover" Advantage 




"First-Mover" Advantage 



• Existing PC Installod Base 

• MEDLINE Usam 

• SophisUcatod Usara 

• orvSIUTormlnalBass 
« ''Mambershtp" 

• UD Society Support 

• Ai Industry Support 

• Pr^cr1ber4evel Targeting 

• Psychometric Data 

• PDA Beta Test 



t -Smart Prescrtptton Pads" 

• PDA Installed Base 

• PrescftbarAsaletancaPrgm 

• Natlonal Online Fonnulartee 

• flx Fulfillment Netwofli 

• Managed Cars Support 

• Proscription Data 

• "HeaKti Carer Bets Test 



• *14allonal Health Card" 

• Cellular Data Nstwortc 

• Diverse POS/PON Bate 

• Etoctronic Patient Recorde 

• Claims Processing 

• Clinical Data Retrtaval 

• FUlflttmentNetworfcB 

• Cost-Contalnmeni Piograms 
« tndusUiMMlde Support 
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A personalized online medical information & 
communications service dedicated to empowering 
physicians with the tools essential to advance the 
quality and control the cost of health care through 
informed decision-making. 
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Areas for Potential Collaboration 



MEDCO: 

"Smart Electronic Prescription Pads! ^ 

• Online Prescription Fulfillment 

• Online Prescription Gaims Processing 

• Pharmaciste' Online 

Online Cost-Containment Prognuns 

• Online Formularies 

- NATIONALFORMULARY STANDARD 

- Formulary Management Programs 

• Online "Prudent Prescriber" Programs 

-- Personal Prescribing Profiles 

-- Comparison with National Standards 



MMG: 

• "Smart" Ads/ Ad Wiiard 

" Prescnber Data Linkages 
Context-Sensitive (Static /I>ynaraic) 

• £-mu] 

• Single-Sponsor Services 

• Special Programming 

Proprietary Prt jqibw->tYd Pat» 

• Psychometric 

" Interactive/Survey 
« Online Behavior Surveillance 
Ad Interactions 
Database Interations 
Concept Indexing 

• Prescription Data 

P^taiiingSpppffrt 

• Rx Sampling Fulfillment 

• Pharm Reps* Online 

• Company Forums 
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EXHIBIT C 




Physicians' Oniine 




Handout 



Christian Mayaud, MD 

Chief Executive Officer 

Terrill Burnett 

Chief Marketing Ojficer 
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• New York • New York 
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**The success of managed care will probably depend on the ability ... to influence 
physicians* choices in the direction of increased vatue.** 



- John K. Iglehart Managed Care. N Engl J Med 1992: 327: 742. 
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Physicians' Online 



A Personal Online Medical 
Information and Communications 
Service for Member Physicians 
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I • The Executive Summary 



Physiciana* Online is a personalized online medical information and 
communications service dedicated to empowering physicians with the tools 
fsieniial to advance the quality and control the cost of health care through 
informed decision making. 



Phystcians Online rCompany"i is an innovative new electronic medium designed to evolve 

mto a comprehensive national medical information and commimications h 
the entire health care industry. The Company's online information products and 
communication services provide physicians with powerful tools to manage Medical 
Knowledge. Prescriptions, and Patients. Physicians' Online provides a distribution outlet for 
third-party produced mformaiion producu and services. Physicians* Online also provides 
valuable proprietary information services to other industry participants including managed 
care organizations and the pharmaceutical industry. 

Phase I • Medical Knowledge Management 

Online medical information and communication services which are readily 
accessible and free of charge to member physicians through optional online 
advertising support. The Company has assembled the most powerful, yet user- 
friendly, collection of medical information tools available from leading third-party 
sources. The core information products target three key areas of identified 
information need, including medical literature i MEDLINEJ, medical diagnosis 
iQMR), and drug information tUSPl. Physicians' Online is being developed in 
cooperation with major medical societies, pharmaceutical manufacturers & 
marketing organizations, hospitals, managed care organizations, and leading 
technology & third-party content providers. 

implementation: 1993 through 1994 

Phaee It • Prescription Management 

Online prescription fulfillment and cost containment programs made possible 
through the use of "Smart Electronic Prescription Pads"(PDAsl. This network is 
being developed in cooperation with managed care organizations, hospitals, 
pharmacists, pharmaceutical distributors, leading technology providers, and 
other health-care participants. 

Implementation: !994 through 199S 

Phase III . Patient Management 

Online patient information for efficient retrieval and transaction processing 
resulting in enhanced clinical and administrative efTiciency and cost- 
containment. This network is being developed in cooperation with corporate 
employee beneHts programs, private health insurance carriers, out patient 
laboratories, electronic claims processors, insullmcnt credit organizations, 
hospitals, and other health care participants. 

Implementation: 1995 through 1997 

The Company*s competitive advantage is basecl on iu ability to attract physician use. 
Founded by practicing physicians with cxunsive experience delivering practical information 
products to busy clinicians, the Company has developed a market-driven product strategy 
designed to win maximum professional acceptance and use. The Company is esublishing 
critical strategic alliances with leading participanU in every rofiuor health care market 
segment The Company is currently working with several leading content and service 
providers to develop new products and services for this expanding multi-billion dollar market 
opportunity. 
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Physicians' Online: 5 Year Plan 



To empower physicians with the tools essential to advance the quality and 
control the cost ofhealth care through informed decision-making. 
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Physicians' Oniine 



A personalized online medical information & 
communications service dedicated to empowering 
physicians with the tools essential to advance the 
quality and control the cost of health care through 
informed decision-making. 



Physician as Knowledge Worker 

_jv Problem & Opportunity 
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PCs in Health Care 



Barriers to Physician Use 
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Time 



The Real Cost of Knowledge 

• Time 

* Cofivenlenl Access 
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• Price 



Minimize the Cost of Knowledge 



THB 12201 



28-Jan-93 



^ Knowledge Processing 



00 

o o 

°oo 
ooo 

00 
00 





Medical Knowledge 



Ox 



Tx 



Patient 




S-O-A-P 






Record 






Rx 



1 oo 

Ooo 
Ooo 
oo^ 

PoO 
o o 





Oesk*bound 
Document Processing 




Mobile 
Knowledge Processing 



™ 12202 



28-Jan-93 



^ Physician "Desktop" 



Points of Entry 
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Hospital 
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^ Physician Market Strategy 
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strategic Alliances 



• Phase by Phase 

Sector by Sector Cooperative Partlctpal Ion 

• Cooperative vs Competitive 

Market Growth vs Marlcet Share 

• Physician "Desktop" Control 

First Mover Advantage 
Phystclan Use: "AM or Nothing- 
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Phase II: 

Facilrtating the Shift to Managed Fulfillment 
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Keys to Success 

• Physician Membership & Use 

- "PhyilctafKentrlc-Mtrkel Strategy 

• MInlmUe the Cost of Knowledge 

• Market-driven not Technology-driven 

- Syttema tntegrttor o1 Existing & Uadtng Technology 

• Integral Industry Participation 

• "Rrst-Mover" Advantage 
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^ "First-Mover" Advantage 
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Physicians' Online 



A personalized online medical infonnatlon & 
communications service dedicated to empowering 
physicians with the tools essential to advance the 
quality and control the cost of heiaKh care through 
informed decision-making. 
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- John K Iglehart. Managed Care. NEngUMtd 1992; 327: 742. 
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Sector by Sector Cooperative Participation 
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Business Summary 



PHASE I 

Medical Knowledge Management 




Christian Mayaud, MD 

Chief Executive Officer 
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Notice of Confidentiality & Disclaimers 



The infonnation contained in this plan ("Confidential Infonnation**) is highly 
confidential and is the proprietaiy information of Physicians' Online, Inc. 
("Company"). 

The taking and review of this plan by a prospective investor or other reader 
constitutes the agreement on the part of such person to keep the Confidential 
Information strictly confidential and not to use or disclose the Confidential 
Infonnation in any manner without the Compan/s prior written consent 

Any reproduction of this plan, in whole or in part, without the prior written 
consent of the Company, is prohibited. 

This plan does not constitute an offer to sell any securities. Any such 
solicitation will be undertaken only linder appropriate documents and 
pursuant to all applicable securities laws. 

The plan set forth herein is believed by the Company to be reliable to the best 
of its information. It must be recognized, however, Uiat projections and 
predictions about the Company's fiiture perfonnance are necessarily subject 
to a high degree of uncertainty, and no warranty, expressed or implied, is 
made that such projections will be achieved. 



Phy^ians* Online is a trademark of Physicians* Online. Inc. 
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"The success of managed care will probably depend on the ability ... to Influence 
physicians' choices in the direction of increased value." 



" John K Iglehart Managed Care. NEnglJMed 1992; 327: 742. 
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Physicians' Online is a personalized online medical information and 
communications service dedicated to empowering physicians with the tools 
essential to advance the quality and control the cost of health care through 
informed decision-making. 



PAystcians'On/ine ("Company") is an innovative new electronic medium designed to evolve 
into a comprehensive national medical information and communications network servicing 
the entire health care industry. The Company's onUne information products and 
communication services provide physicians with powerfiil tools to manage Medical 
Knowledge, Prescriptions, and Patients. Physicians' OnUne provides a disUibution outlet for 
third-party produced information products and services. Physicians' Online also provides 
valuable proprietary information services to other industry participants including managed 
care organizations and the pharmaceutical industry. 

Phase I - Medical Knovvledge Manasement 

Online medical information and communication services which are readily 
accessible and free of charge to member physicians throu|^ optional online 
advertising support The Company has assembled the most powerful, yet user- 
friendly, collection of medical information tools available fit>m leading third-party 
sources. The core information products target three key areas of identified 
information need, including medical Hterature (MEDLINE), medical diagnosis 
(QMR), and drug information (USP). Physicians' Online is being developed in 
cooperation with m^or medical societies, pharmaceutical manufacturers & 
marketing o^anizations, hospitals, managed care organizations, and leading 
technology & third-party content providers. 

Implementation: 1993 through 1994 

Phase II • Prescription Management 

Online prescription fulfillment and cost containment programs made possible 
through the use of "Smart Electronic Prescription Pads" (PDAs), This networic is 
being developed in cooperation with managed care organizations, hospitals, 
pharmacists, pharmaceutical distributors, leading technology providers, and 
other health-care participants. 

Implementation: 1994 through 1996 

Phase III • Patient Managennent 

Online patient information for efficient retrieval and transaction processing 
resulting in enhanced clinical and administrative efRciency and cost- 
containment This network is being developed in cooperation with corporate 
employee benefits programs, private health insurance carriers, out-patient 
laboratories, electronic claims processors, installment credit organizations, 
hospitals, and other health care participants. 

Implementation: 1995 through 1997 

The Company's competitive advantage is based on its ability to attract physician use. 
Founded by practicing physicians with extensive experience delivering practical information 
products to busy clinicians, the Company has developed a market-driven product strategy 
designed to win maximum professional acceptance and use. The Company is establishing 
critical strategic alliances with leading participants in every m«oor health care market 
seginent The Company is currently working with several leading content and service 
providers to develop new products and services for this expanding multi-billion dollar market 
opportunity. 
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Physicians' Online: 5 Year Plan 

To empower physicians with the tools essential to advance the quality and 
control the cost of health care through informed decision-making. 
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• Phannaceutical Advertising 
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• "Medical Info Vending Machines' 
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• Medical & Professional Societies 

• Phannaceutical Companies 

• Phamiaceutical Marketing Cos 

• Prescription Data Marketing 
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The Physician Need 



Medical practice has always been infonnation intensive. However, the explosive growth of 
medical knowledge has become a two-edged sword. While it provides physicians with the 
knowledge to guide their decision-making, it has become increasingly difficult to gain access 
to this uAwieldy disorganized mass of rapidly growing infonnation. The sheer volume of 
medical infonnation today has far outstripped the capacity of traditional methods, such as 
medical libraries, textbooks, and journals, to meet the growing needs of toda/s physician. 

Powerful computerized medical information tools have been developed to meet these needs. 
However, fundamental economic factors in health-care have inhibited their widespread use. 
The infonnation products exist..the means of payment does not Unlike the legal profession, 
the medtcat profession can not pass on the cost off information services to the health-care 
consumer due to the fixed reimbursement system. Computer systems that don't directly 
contribute to the bottom-line, are hard to justify for cash-strapped institutions and 
physicians who are facing a squeeze between falling reimbursements and rising costs. 
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The result: 

(1) 8 progressive deterioration of physician expertise, and 

(2) prolonged practice adoption delays of significant clinical advances. 

Both trends are adversely effecting the quality of patient care. 



The Pharmaceutical Industry Need 

In 1991, $63 billion of prescriptions were written hy less than half a million physicians over 
$150,000 per physician. Over $7 billion per year is spent by the pharmaceutical industry on 
sales and marketing over $15,000 per physician. In 1961, there were 656 drugs available 
by prescription in the US - today there are over 8,000. This has created a marketing "din " 
as a plethora of products are vying for the limited attention of busy medical professionals. 

Increasing competition, falling profit margins, and increasing marketing costs have created an acute 
need for more careful market segmentation and targeting of pharmaceutical marketing campaigns. 
Sophisticated pharmaceutical marketing support tools, based on prescription data, track the 
prescribing behavior of any targeted market segment down to the individual physician. With 
the proliferation of new marketing media designed to reach physicians, pharmaceutical companies 
increasingly use those that target their markets more seledh^ely. 



The Opportunity 

To meet the information needs of physicians by providing them with powerful electronic 
information tools that are user-friendly and readily-accessible on a national computer 
network while simultaneously providing the pharmaceutical industry with powerful new 
micromarketing tools including online advertising and psychometric data. 

The opportunity exists because ** 

The value of advertising to physicians exceeds the cost of providing them with 
computerized online information. 



Physicians' Online 

Physicians' Online is a personal online medical information & communications 
service for member physicians. Any medical professional who can legally write 
prescriptions qualifies for membership. Physicians' Online is available free-of- 
charge to any member who elects to accept the online advertising features. 
Otherwise, it is available at competitive online rates without advertising. 
Physicians' Online provides physicians with valuable medical information & 
communications services, on demand, at point-of-need, while simultaneously 
providing powerful marketing tools for the pharmaceutical industry. 
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Physicians' Onlfnei The *Win*Win'* Strategy 



Physicians' Online is positioned to sImuKaneousty meet the needs of multiple markets - 



Physicians are provided with personalized online medical information & 
communications services on demand, at point-of-need, and free-of-charge. All 
the information products are hi^h-quality, readily-accessible, easy-to-use, and 
free-of*diarge. Online product messages are personalized to the needs of the 
individual physician. 

Pharmaceutical companlet are provided with a powerful, sophisticated, 
cost-effective, precisely-tarptable, fully-accountable, non-coercive, risk-firee, 
Tay-per-View' advertising medium and a significant opportunity to generate 
goodwill. 

Pharmaceutical marketing Industry is provided with a new medium capable 
of precise physician targeting based on diemographics as well as prescribing 
practices and a new source of proprietary psychometric data to enhance their 
micromarketing tools. 

lyiedlcai Information Industry is provided with a high*vo1ume platform to 
profitably distribute their products and services to physicians. 

Medical Societies are provided with their own online Medical Society 
Forums and other benefits for their membership free-of-charge. 

Medical center libraries are provided a source of MEDLINE and oUier 
information products and services » free-of-diarge. 



PhyBlclmnB' Online Positioning 
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Our Online Information Products & Services 

To attract physician use, Physicians' Online has assembled the finest collection of online 
information products available from leading third*party medical information providers. Our 
core products target three key areas of identified information need » 

• medical literature (MEDLINE), 

• medical diagnosis (OMR), and 

• drug InformBtton (USP Drug Info). 

Unlike previous efTorts to establish new advertiser-supported media, Physicians' Online does 
not have to "create a market" for new products and services. Physicians' Online delivers a 
well-known information product (MEDLINE) for free which physicians currently use more 
than 3 million hours per year (at fees ranging up to $45/hr). 

Although TREE MEDLINE" is the single most persuasive reason for physicians to switch to 
Physicians' Online, QMR (a medical diagnostic decision-support tool) and USP Drug Info (a 
comprehensive drug information resource) add significant clinical utility to our introductory 
offering. They cost relatively little to implement and they position Physicians' Online as a 
comprehensive *'one*stop shopping^ information resource for physicians. Although the 
demand for information products other than MEDLINE is currently small, we anticipate 
rapid growth in other online information products & services as physicians become more 
familiar with our system and routine Physicians' Online use becomes the de facto "Standard 
of Care" 

Another significant incentive for physicians to use Physicians' Online regularly is that it 
keeps track of the online time spent on education activities. So, Physicians' Online becomes a 
significant source of Continuing Medical Education (CME) credit for active members. (CME 
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credits are required for maintaining hospital admitting privileges, professional licensing, 
specialty certification, etc.) 

The design of each module maximizes ease-of-use and relevance to clinical practice. Casual, 
as well as sophisticated, users quickly master the system using plain English commands. No 
steep learning curves or Byzantine commands to remember. 




All online products and services are free*of-charge to member physicians who accept the 
online advertising option. If the advertising features are turned off, online products and 
services are competitively priced on a "Pay-as- You-Go" or "Fixed-Fee-for-Unlimited-Use" 
basis. 

Comprehensive online communication services include » 



electronic mail, 
bulletin boards, 
special interest forums, 
special society boards, 
"live" conference rooms, 
libraries, 

paper specific comments boards, 

journal clubs, 

journal specrlfc forums, 

electronic publications, 

personal clipping services, 

document diellvery services, 

news & financial services, 

ptiarmaceutical customer support boards, 

member/alert features, 

FAX capabilities, 

software libraries, 

online customer support, and 

online documentation & help. 
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Our Network 

Out strategy maximizes physician use of electronic information resources by making them 
widely available, easy-to-use, and free-of-charge. By using a national data network with 
local access numbers, Phyisie'mns" Online can be accessed from any contputer equipped with a 
modem using standard communications software or our own dedicated software. 




Personal Computers On-Site Terminals Local Networks 



Our Communications Software 

Our software provides additional functionality and is distributed free-of-charge to all 
membei3. It has an easy-to-use, menu-driven, "Graphical-Userrlnterface** (GUI) and is 
compatible with all m^or computer operating systems - including DOS, Windows, 
Macintosh, and UNIX. It supports black & white and color graphics and provides mouse, as 
well as keyboard, control. 
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Our On-Site Terminals 

Most clinical questions do not arise at a time or location convenient to coniputer access. The 
practice of medicine keeps physicians moving between offices, clinics, and various hospital 
locations throughout a typical day. This is why physicians require pagers to be reached. 
This is also why desk-bound computer haven't helped physicians with their daily work » 
physicians don't work at their own desks! A physician's office computer is usually being used 
by stE^for office management tasks. In the hospital, computers, when available, are 
dedicated to specific administrative tasks. The hospital library is often closed or not 
conveniently located and usually has only limited, if any, computerized information 
resources. And even if the physician has a home computer equipped with modem^ 
communications software, and an online search account, the physician is often too tired and 
the question is no longer as pressing as it was during the day when the information was 
needed for clinical dedsion-making. No wonder less than 30% of the clinical questions that arise 
during patient care are ever answered. 



Mpdipftl Infor mfltinn Vpnding Mflchinfts Mpmhprshir^ Kioska 

To increase physidan use, Physicians' Online will distribute dedicated terminals to high 
volume sites - sudi as emergency rooms, medical libraries, physidan lounges, clinics, group 
practices. By facilitating access, at point-of-need, these workstations functk>n as "medical 
information vending machines" and "membership kiosks" - satisfying information appetKes at 
strategic locations throughout the heahh-care environment and automaticatty recruiting new 
membership. Even physicians without personal computer systems can routinely access our system 
using these on-cKe terminals. 




For example: 

A physician's daily routine can include a etop by the hoBpital-based terminal - to get a few 
clira'cal questions answered on a problematic case, check the medical literature on a topic 
of interest, order a reprint, check hie personal clipping service for new abetracts, check a 
. patient's laboratory results, register for a conference, renew a medical society membership, 
check the latest travel immuniiation recommendationB, pick up electronic mail, check out 
information on a new antibiotic, order drug eamples, etc. 

The 5,000 mcuor US hospiuls offer a total installed*base potential of over 20,000 terminals. 
In addition to direct distribution of terminals by Physicians' Online, pharmaceutical 
sponsors, using their hospital-based sales forces, have an opportunity to donate terminals 
(customized with their own marketing messages) to their client sites. A large instatled-base 
of on-site terminals generates goodwill for pharmaceutical sponsors, creates a "strategic 
omnipresence," increases physidan membership & total online demand, acts as a barrier to 
competition by gaining early control of the ^'Physidan Desktop," and serves as entry points 
into our emerging health-care communications environment 
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Our Membership 

Any medical professional who can legally write prescriptions qualifies for membership, including 

• physicians* 

• physician assistants, 

• physiclans-ln*training, 

• osteopaths, 

• podiatrists, 

• oral surgeons, and 

• dentists. 

Members have an opportunity to use any information product on our system, entirely free-of- 
charge, by allowing online advertising to be shown. These ads are not intrusive or disruptive 
since they are restricted to the bottom 1/8 of the screen and change only four times per 
minute. Members can engage in online activities without any interruption from the 
advertising which is shown simultaneously. 

Physicians can access Physicians' Online from any computer equipped with a modem and 
communications software or from any on-site terminal or personal computer equipped with 
our dedicated software. Physicians can order our free dedicated communications software 
package and low*cost modems directly from Physicians* Online using our 800 Membership 
Support Line or anytime they are online. 

To become a member, physicians 611 out an online membership questionnaire the first time 
they use the system. After completing the questionnaire, a unique membership number 
(their social security number) and a password are assigned to each physician. From then on, 
members merely type in their number and password and they have full access to the system. 

Since each physician has his own membership number and data fite, and each terminal has its own 
identifier number, the syslem always knows who is using the system, where he is, and what he is 
using the system for. This provides a unique opportunity for phannaceutical advertisers to precisely 
target online advertising and collect psychometric marketing dat& Member activity data also 
provides Physicians' Online with continuous feedback to constantly monitor and refine our 
ongoing marketing and product development efforts. 



Onr "MPTnhprshin" Orowth Strategy 

Current MEDLINE users are a secure initial membership-base to grow from. As computer- 
sophisticated physicians, MEDLINE users are more likely to use other new information 
products & services. Tliey are also "early adopters'* of other new technologies and 
pharmaceuticals, and, as "Medical Opinion Leaders", they are influential with other 
physicians. MEDLINE users are usually internists, family practitioners, general 
practitioners, and cardiologists, which are the highest prescribing physician specialties. 

Physicians' Online is dedicated to maintaining a quality medical information service with 
responsive membership support services. As our company name - Physicians' Online - 
implies, we want our members to feel they are "members'* of an online information "service" 
that is really "theirs" and not just another "customer" of a medical information "company". 

As we successfully convey this image to our initial membership and carefully nurture our 
member relations with quality products and support, our members will be our most potent 
marketing weapon - recruiting new membership, leveraging our marketing into new clinical 
sites, and securing our market-share against future competition. 

UHlmately, our success rests on the physicians' recognKion thatP/iysrc/sns' Onlhe\s a quality 
informatten service that maintains the Integrity of its infomurtion products and clearly separates the 
needs of physicians from the demands of pharmaceutical advertisefo. Promotional Information must ^ 
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be clearly distinguished from all other information products. Information products can not be 
contaminated, in any way, by promotional material 

As a result » 

• No exclusive covenants will be given to any pharmaceutical company that would 
compromise the imegrity of our information products and our credibility to physicians. 

• No exclush^e advertising rights will be granted since this would create an opportunity for 
potential online competrtors. 

In summary, our basic strategy is to make physicians feel like ''members" not "customers" and then 
to turn our "members" Into "evangelists." 

This is a powerful marketing strategy, and, for the physician market place, this may be the 
only strategy that can work. Physicians are a very fraternal order and expect to T)elong." 
They are "members" of their medical profession, their subspecialty, their hospital attending 
staff, their medical socie^, their group practice, their medical school, their subspecialty, etc. 
Physicians will expect to be members of Physicians' Online - We can't disappoint them. 



The Challenge nf Sonhisticated Users 

The most important influence on physician behavior is *Vord of mouth." Physicians do very 
little without first consulting their colleagues, even informally. Nowhere is this more true 
than with computer technology. Physicians do not generally feel comfortable with 
computers. So, most physicians are keenly aware of which colleagues use computers and rely 
heavily on their *^chnicar advice. Before making any purchase, physicians generally 
consult these ''computer savvy" colleagues first 

Computer-sophisticated physicians are the easiest group to get to use our system since they 
are always looking for new uses for their computers. And since these physicians tend to do 
MEDLINE literature searches themselves, they realize immediate savings by switching to 
Physicians' Online, 

Although they are the "easiest-to-get-to-use" our system, they are also the "hardest-to-please" 
since they have an instant basis of comparison wiUi the systems they are currently using. 
They will immediately run head*to-head comparison literature searches before making the 
switch. Therefore, we need the most sophisticated online system possible, right from the start, 
since our initial users are the most sophisticated physicians. 

Since computer-sawy physicians are those most likely to use our system initially and they 
are also influential widi the rest of the physician market, it is critical to the success of 
Physicians' Online to win their support early on. By winning their support, we have won the 
soundest membership base for growth and a bullet-proof barrier to any future competition. 

This creates a potential risk during our launch phase. If we make any false claims, our users 
will know immediately. Anything short of the highest quality online system will disappoint 
and ultimately hurt us. We know that no system is perfect All systems evolve over time. 
There are ^^ugs" and other performance problems that need to be fued. How do we suspend 
their criticism and, better yet, get them to help us improve our system? The Beta-Test Phase 
Membership Recruitment Program, 
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Bfita-Test Phase Mernhftrship Recniitmenfr Vj^^i^m 

By recruiting computer-sophisticated physician users for our bet&*testing phase, we 
accomplish several key objectives •* 

• Convert the "hardesMo-ptease" physicians into "co-developers" of our system. 

• Temper any initial criticism by calling our initial system a 'Ijeta-test version" and 
thereby allow us to work-out any initial bugs with an understanding group of 
sophisticated users. 

• Make these "Beta-Testers" feel special and highly valued. Make them feel that their 
feed-back has a positive influence on the development q{ Physicians' Online, Eg., 
''Participate in the development of the most revolutionary advance in physician 
communications since the advent of the personal pager - Physicians* Online' 

• Obtain valuable last minute user-feedback for fine tuning our system before its 
"offidar launch date. 

• 

• Leverage our future marketing by "seeding^ the medical community with active 
computer-sophisticated members who form our initial membership-base and act as 
membership recruiters, clinical site administrators, and informal on-site technical 
support 

• Set a tone of close cooperation with our early membership. Developing a friendly 
and responsive membership / technical support service is the key step to win 
physicians' long-term loyalty and helps convert our members into Physicians' Online 
"Evangelists". 

A prolonged beta-test phase allows us to get up to speed without becoming overwhelmed with 
the sudden increase in system utilization a launch date" would create. 

Although it will appear that only a limited number of beta-testers will be granted online 
privileges at this stage; in fact, there is no such limit We will expand this program to 
rapidly capture most computer-sophisticated physicians. 
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Physicians' Online provides member physicians with an optional "advertising shell" through 
which any third-party information product or communications service can be simultaneously 
distributed to them free-of-charge. Members are never interrupted by online advertising 
since it is restricted to the bottom 1/8 of the screen and changes only four times per minute. 




As a "Pay^per-View** advertising medium, we are motivated to increase physician demand by making 
our system more useful and responsive to our members needs. In addition, third-party 
information providers are motivated to keep their online products useful to physicians since 
they are paid fees based on actual use. 

In other words, "Pay-per-Vtew" advertising enables Physicians' Online to remain responsive to the 
needs of physicians since the more physicians use our system, the more money we make. . 

MEDLINE User Characteristics 
Studies show that » 

• The heaviest MEDLINE users are Intemists (IM), Family Prect(tioner5(FP), General 
Practttloner5(GP), and Cardtologists. These physicians are also the heaviest 
prescnbers - writing over half the US prescriptions in 1991. 

• Physicians who regularly use computers ere "early adopters" of new products. 

• MEDLINE users are **MedJcal Opinion Leaders" and influential with their peers. 

• 70% of MEDLINE searches are run by physicians themseWes - another 25% are 
run for physicians by search intermediaries such as medical librarians, other 
physicians, medical students, etc. 

• When using computerized information products in general, physicians spend 90% 
of their time using clinical information databases - 

-65% MEDLINE 

- 30% dmg information 

• 60% of MEDLINE searches invoke patient care. 

• 50% of MEDLINE searches concern therapy. *, [\ ■ , . ; 
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So. Physicians' Online advertising Is displayed to Influential, receptive, and high-prescribing 
physicians, staring at a computer screen, actively seelcing therapeutic information - the most 
effective time to suggest a new treatment or remind them of an old treatment! 



Transforming Advertising iy itn Informatinn: Linkages. Targeting. & "Smart" Ads 

Online advertising can be targeted by any demographic characteristic down to the specific * 
physician. Messages are Urgeted not only through "static demographic links" but also 
through dynamic and intelligent "context-sensitive links" and "prescribing-practices links." 

For example, 

a cardiologist sees heart drug ads (static links) and if he is doing a literature search 
on depression, antidepressant drug ads (context-sensitive links) are also displayed. 

When prescriber-level prescription data is linked to our membership profile data, Physicians' 
Online can also target advertising by prescribing behavior. Physicians' Online Is the first 
medium to unleash the power of direct prescriber-level targeting. 

Addrtionally, online advertising is linked to full drag cfisclosure lnformatk»n, including FDA required 
product information, USP drug information, relevant medical literature, and pharmaceutical detailing 
& fulfillment services. Ads can be reviewed and their links explored at any time. After reviewing ads, 
online actWIties are resumed right where the user left off. 



Physicians see only relevant advertising, and pharmaceutical companies are only charged if their 
ads are actually viewed. Thus, Physicians* Online provides the pharmaceutical industry with a 
cost-effective, fully-accountable, non-coercive, risk-free, "Pay-per-View" medium that targets 
market segments down to specific prescribers, while simultaneously providing physicians 
with useful clinical information on demand, at point-of-need, and free-of-charge. The 
advertlsenwnts themseh^es beconw an additional source of useful information for physicians, since 
the advertising now relates to their individual practice needs and is not just another irrelevant 
distraction to endure. 
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Strategic SignificancP of "Ontionar'AdveTtisiniT 

Members are not required to view ads and can turn them off at any time. However, without the 
advertising option turned on, they assume the full cost of the information services provided. 
Also, non-prescription writing professionals, institutions, and the public-at-Iarge may use the 
system at any time, without advertiser support, at rates competitive with other online 
information services. 

Making online advertising "optional" is a subtle but strategically critical step to win the 
general acceptance of the medical profession. Physicians resent and resist using any product or 
service that requires them to view advertising. (Physician resistance to coercive advertising 
methods has been well-demonstrated by the failure of Physician Computer Network to 
achieve any significant market-share.) Making online advertising optional shifts the decision 
and responsibility to the individual physician. In other words, if online advertising is 
mandatory, physicians want to turn it off. If you make it optional, physicians will tend to 
leave it on. The availability of Physicians' Online without advertising also allows physicians 
to "save face." 

Also, "Optional** advertising allows medical societies to endorse Physicians' Onf/ne without 
implying any endorsement for online advertising. The choice to view adveitbing is left to the 
Individual physician. 
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Our Technology 

Physicians' Online has made "Search Interface Design" a straUgic priority since the vast 
me^ority of physicians are not computer-sophisticated. Even experienced physician-users can 
be mislead by their own literature seanhes. Studies show that with the current generation 
of MEDLINE search systems^ search quality relates to the degree of user-experience with the 
given retrieval system -* with trained medical librarians consistently out-performing even 
Uie most experienced physicians. It is this "^iser-dependent search quality" that text- 
retrieval systems must address first, before physicians can reliably relinquish their 
dependence on MEDLINE search intermediaries such as medical librarians. 

By using the most advanced text-retrieval technology available, our simple English MEDLINE search 
interface enables even novices to perform t>etter searches than most ''text*retrleval experts" can 
using other systems. Physicians' Online is co-developing the most sophisticated, yet easy-to- 
use, online MEDLINE seardi interface available, imder an exclusive agreement with 
ConQuest Software Technologies, Inc., a leader in advanced text-retrieval software, using 
their patented text-retrieval technology. By integrating well-demonstrated advances in 
Natural Language Processing (NLP) and Concept Indexing (CI), Physicians' Online has the 
most powerful, yet easy to master, search interface available. 

This technology allows both novice and sophisticated physician-users to query MEDLINE, 
and other online databases, using standard English sentences instead of having to construct 
complex Boolean search strategies required by other search systems. All a physician has to 
do is type a question in plain English. The sentence is analyzed for its key concepts, a search 
strategy is constructed, and then all the relevant abstracts are retrieved from the database. 
The retrieved abstracts are then ranked in terms of relevance to the initial query. This 
process results in the most relevant and complete literature search possible with little 
variability in search quality between experienced and inexperienced users. 

For physicians who feel more comfortable doing literature searching *the old-fashioned way," 
standard Boolean search methods are also fully supported. 



rnmTnunications Software 

Physicians' Online has taken the best features of existing online systems and combined them 
into a comprehensive online system which is easy-to-use, menu-driven, and can be accessed 
by any computer using standard communications software or our dedicated software 
package. Our online system software is being developed by Sybase, Inc. and Coconut 
Computing, Inc. (developers of the leading graphical online Bulletin Board System (BBS) - 
COCONET). 



Cftntral Cflmputer System Design 

The company's computer system exploits the latest advances in SQL Client/Server 
technology on a distributed UNIX-based workstation network. Software enhancements and 
new product modules are developed and implemented incrementally. As the demand for 
online services grows, computer hardware is added incrementally to increase capacity and 
preserve system performance . 

By using these state-of-the-art technologies, Physicians' Online has the most advanced yet 
easy-to-use online text retrieval system and communications network. Physicians' Online 
delivers information more cost-effectively and with higher performance and quality than any 
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other existing online service which relies on older mainframe-based technology, awkward 
and time-consuming Boolean search methods, and clumsy user interfaces. 



System Software: Modular Design Philosophy 

System software requirements are sorted into functional modules which are designed to 
integrate seamlessly on a UNIX platform. Modular design allows for rapid and incremental 
implementation of system features and information products by various independent 
development teams and vendors. 
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Phase II Technology: 



Personal Digital Assistants as "^marl Electronic Prescription Pads'" 



To increase points-of-entry into our integrated electronic information and communications 
environment and to maintain control of the physicians' "Electronic Desktop " Physicians' 
Online will rely on an emerging new class of electronic devices known as "Personal Digital 
Assistants* (PDAs). PDAs are small* handheld electronic devices that intelligently assist 
users in capturing, retrieving, organizing, and communicating information and ideas - 
exactly how physicians spend most of their time. These devices will enable PAysiciaas' 
Online to expand physician demand for our online services throu^ convenient mobile access 
and to facilitate the implementation of our Phase II Prescription Management System. 



Made possible through the convergence of numerous digital and telecommunications 
technologies and the ability to miniaturize electronic devices, first generation PDAs, such as 
Apple's Newton, are positioned as low-cost pocket-sized electronic notebooks equipped with 
unique user-interfaces. Personal Information Management (PIM) software, and builtrin 
access to both telephone and cellular data networks. Using pen-based operating $ystems, 
PDAs can understand handwritten commands and can be used for freeform notetaking, 
drawing, calculating, scheduling, list making, and communicating. Built-in telephone and 
cellular communications provide easy mobile access to online information and 
communications services and allow remote sending and receiving of faxes and other 
electronic documents. 
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Although the future of PDAs lies in true "wireless" communications, cellular data network 
technology, standards, and infrastructure are not yet adequate to support a national health 
care irrfonnation and communications network. In the meantime, using standard telephone 
data network technology, Physicians' Online will introduce specially configured PDAs to be 
placed next to physicians' telephones. These PDAs act as Physicians' Online terminals and 
"Smart Electronic Prescription Pads." 

By seamlessly integrating all the information relevant to making informed therapeutic 
decisions (including relevant formularies, price lists, drug information, and potential drug 
interactions ) at Ae "point-of-sale," our "Smart Electronic Prescription Pads" and 
personalized prescription management software intelligently automate the prescription- 
writing, tracking, and fulfillment process to facilitate cost-effective therapeutic decision- 
making. As full-featured communication terminals, our PDA can access all of our other 
online information products and services as well 

Using PDAs, Physicians' Online will revolutionize medical practice by oflFering up-to-date 
online information and other network services to physicians on-demand anytime anywhere. 
Physicians' Online is well-positioned to market these devices to the medical profession. The 
current generation of podcet computers are merely toys for gadget-minded physicians who 
use them for electronic scheduling and phone books. But with a remote communications link 
to Physicians' Online, PDAs have universal appeal as complete clinical workstations. As 
personal remote terminals, they will even obviate the use of medical pager"systema. AVhen 
bundled with Personalized Information Management (PIM) software for physicians, our 
powerful online clinical tools will become a "Standard of Care" and a powerful membership 
incentive. 



The Key to FaHure 



Previous efibrts to develop pharmaceutical-supported electronic information networks for 
physicians (e.g., Fisher-Stevens* PHYCOM, P/ij'sicicn Computer Network (PCN), and the 
soon-to-be-unveiled Whittle CommunicaUons' Medical News Network (MNN)) all appear to 
suffer from their lack of insight into the unique information needs of physicians. While these 
efforts have excelled at raising pharmaceutical advertising commitments, they have failed to 
win any significant physician following. Their existence is based on the acute marketing 
needs of the pharmaceutical industry rather than any solid information product design or 
implementation program. 

This is hardly surprising, since these services were all conceived hy advertising & marketing 
executives, not by physicians. Their founders were well-positioned to recognize and satisfy 
true pharmaceutical marketing needs, but not to recognize and satisfy true physician needs. 
The unique needs of physicians appear to have taken a back seal to the needs of pharn\aceutical 
companies. A successful advertising vehicle needs en audience, not just advertbers. This 
disregard for the physician has lead them to a costly strategy of ^creating a market"* for producle & 
services that serve non-existent physician needs. 
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The Key to Success 

Physicians' Onlinels a powerful and sophisticated information & communications service designed 
by physicians for physicians. 

Physicians* Online was founded by a physician who established a hospital-based electronic 
medical information center and observed first-hand how physicians actually use electronic 
informaUon resources in the clinical setting. Real information needs of physicians were 
identified and served by providing convenient in-hospital access to high-quality information 
products. 

The three types of information products used most by physicians are - 

(1) medicalliterslure databases, 

(2) diagnostic decision-support programs, and 

(3) drug Information datobases. 

Five key barriers limiting computerized information use by physicians are - 

• high cost, 

• lack of convenient access, 

• steep learning curve, 

• lack of physician awareness, and 

• lack of physician time. 

Physicians' Online addresses these barriers by - making the service entirely free-of-charge; 
improving access through strategic placement of on-site terminals; making Physicians' 
OnUne easy-to-use with a menundriven Graphical-User-Interface and simple English seardi 
commands; increasing physidan-awareness through publicity, advertising, on-site terminals, 
pharmaceutical company co-marketing, and medical society sponsorship; and decreasing the 
time required to use these resources by increasing their performance and making their 
access conveniently available at points-of-need in the clinical environment 

Strategies to Overcome Utiliution Barriers 



Barrier 


Strategy 1 


Price 


• FREE 


Convenient Access 


• "Information Vending Machines" 

• Communications Software / Hardware 


Ease of Use 


• User-Friendly Menu-Driven GUI 

• Sintple English Search Interface 

• Customer Support 


Physician Awareness 


• Publicity 

• Medical Society Sponsorship 

• Member Evangelism 

• Advertising 

• Telemarketing 

• Direct Mail 

• Co-marlceting 


Physician Time 


• Maximize Utility 

• Maximize Convenience 

• Personal CME Credit log 

• Become the "Standard of Care" 
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fTfff^ Wpll-known InformaH^n P^^'^"'^ with EstahlUKpH P>iv«;iginn Demand - MEDLINE 

Unlike previous efforts, Physicians' Online does not have to "create a market** for new 
products and services. Physicians' Online starts by delivering a well-known information 
product (MEDLINE) to physicians, free-of-charge, using standard online information service 
technology. It is so well-blown to physicians that "MEDLINE Search" is synonymous with 
"Literature Search." MEDLINE is the electronic information product used most by 
physicians today. 

We don't have to ^'create our market" - it already exists. Currently, physicians use 
MEDUNE about 3,000,000 hours per year. 

Our physician-oriented market strategy centers on capturing an important -share of this 
existing phyacian demand as well as significantly expanding total demand through our 
"Strategies to Overcome Utilization Barriers," as outUned above. By tapping into this large 
and established physician demand for MEDLINE, Physicians' Online quickly builds 
sufficient system demand and, therefore, online advertising revenue, to generate positive 
cash-flow and establish Physicians' Online as a routine part of patient care. Having secured 
this stable MEDLINE customer*bese, we will build a comprehensive national medical information & 
communicatbns service by incrementally introducing additional products and services. 



The Risks 

Our implementation plan minimizes investor risk while maximizing the 
growth potential oT Physicians' Online, 

Product development risk is minimized by using established technology from leading third* 
party software developers, information providers, and systems integrators. Modular 
software design enables independent development teams and vendors to rapidly design and 
implement system features and products. Iliese modules are integrated incrementally on a 
reliable high*speed computer platform running UNIX. Information products are licensed 
from third-party providers who are paid based on actual physician use. The information 
providers are responsible for maintaining their own online products. 

Phyeician marketing risk is minimized by initially targeting the MEDLINE market By 
offering the best version of MEDLINE, free-of-charge (while other services charge $18 to $45 
per hour), we not only capture the bulk of this market but significantly increase its total 
demand by increasing both the number of users and individual usage. With a current physician 
derrand of about 3 mitlton hours per year, positive cash*f)ow is achieved with only 15 - 20% market- 
share tor this single product. Publicity during the beta-testing stage further leverages our 
physician marketing efforts. We win medical society sponsorship by recruiting these groups 
to serve on our Medical Society Advisory Board and by creating society*speciiic forums on 
Physicians' Online that are maintained free-of-charge. The American College of Physicians 
(ACP) (60,000 members), the American Academy of Family Physicians (AAFP) (70,000 
members), and the American College of Cardiology (ACC) (28,000 members) are our initial 
targets. These societies represent physician specialties with the highest prescribing rates 
together, these physicians account for over half of all US prescription sales. 

Phannaceutical marketing risk is minimized by securing online advertising commitments 
before making the service available to physicians nationally. Fortunately, Physicians' Online 
does not have to "create a market" for online pharmaceutical advertising either. Physician 
Computer Network and Medical News Network have already demonstrated such a market 
exists. We have identified potential allies who service the micromarketing needs of the 
pharmaceutical industry. Physicians' Online provides a medium which naturally 
complements their micromarketing services by providing true physidan-level targeting as 
well as a new source of prescriber-level psychometric data. During our product development 
phase, we are recruiting five pharmaceutical companies to serve on the Pharmaceutical 
Advisory Board. As initial sponsors, they gain substantial goodwill from the publicity 
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generated and are given special co-markeUng opportunities such as putting their message on 
each terminal or software start-up screen and getting a time-limited exclusive right to 
distribute on-site terminals through their llos)pital-basedsales forces. They also have 
influence on our system development and a head start on the learning curve of a significant 
new marketing medium. 

Competitive risk is minimized by keeping the development stage secret, launching an 
aggressive and pre-emptive Tirst-strike" market strategy to gain early market-share (control 
of the "Physician Desktop")* and retaining that market-share through our dedication to 
membership/customer service, our large installed-base of dedicated on-site terminals, and 
medical society sponsorship. Our launch strategy leverages our pre-emptive "First-Mover 
Advantage" over potential competitors. Control of the "Physician Desktop" creates a 
significant barrier to potential competition. And, as a comprehensive national medical 
information & communications network dedicated to the needs of physicians, readily 
accessible, easy-to-use, and free-of-charge. Physicians' Online presents a formidable barrier 
to potential competition. 



Our Competition 

The introduction of PAysicians' Online has a significant impact on five distinct groups -* 

I MEDLINE Providers, 

U Consumer Online Services, 

III Medical Online Services, 

IV Pharmaceutk:al Marketing Media 

V Pharmaceutical Micromarketing Industry 

Our future is largely dependent on how effectively we anticipate and pre-empt competitive 
responses and our abili^ to establish symbiotic relationships. 



I - MEDUNE Providers 

MEDLINE is an information product created and maintained by the National Library of 
Medicine (NLM). NLM's mission is to improve patient care by having MEDLINE widely 
used by physicians. Although access to MEDLINE is provided via NLM's own network 
(MEDLARS) and dedicated commimications software (Grateful MED), NLM also licenses 
MEDLINE to commercial online networks, CD-ROM distributors, and private institution- 
based networks. 

The five megor commercial online providers include - 

• Maxwell Online (BRS Information Technologies), 

• PaperChase (Beth Israel Hospital), 

• DialoglKnoWkdge Index {Kiii^trBiiier), 
Medis (Mead Data Central), and 

• USHealthLink. 

MEDLINE is also available from several CD-ROM disbibutors including » 

• Aries Systems, 

• SilverPIatter, 

• Dialog, 

• BRS, 

• Cambridge, 

• EBSCO, 

• and others. 
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Current vs Potential MRDLTNE Marlcet Size 

Since the NLM is not authorized to release the breakdown figures of licensing fees paid by 
private information vendors, the total MEDLINE market size must be estimated. 

In 1991, NLM collected MEDLINE licensing fees for a total of 876,000 online hours 
from commercia] networks. NLM'e own system provided an additional 324,000 hours 
of MEDLINE senrice, but since most phyeidane use GrateRil Med software when they 
use the NLM's system (which reduces online "connect* time to 1/4 of the total time 
spent doing a search), the NLM really provided over 1,000,000 hours of online 
MEDLINE. 3729 CD-ROMs were sold domestically in 1991. We estimate these CD- 
ROM systems contributed at least another 500,000 hours of MEDLINE use. NLM also 
provides unlimited-use site licenses'to a few institutions, so it is not possible to 
estimate their contribution to total MEDLINE demand. 

Since most MEDLINE searching is done either by physicians themselves (70%) or for 
physicians by librarians (25%), we know the total physician demand for MEDLINE in 1991 
was around 3,000,000 hours. Commercial online systems charge $18 to $45 per hour and 
CD-ROM systems cost from $700 to $3000 per year. So the total MEDLINE revenue 
collected in 1991 was somewhere between $35 and $45 million. 



MEDLINE Market Size 





Current 


Potential 




50.000 


>500,000 




35,000 


>500,000 




70% 


100% 




3,000,000 


>10,000,000 



As discussed earlier, several factors limit the use of information resources by physicians 
including « cost, ease of use, accessibility, physician time, and physician awareness. These 
are the same barriers that limit MEDLINE use. The gradual erosion of these barriers has 
lead to a steady growth in MEDLINE use and physicians are doing more of their own 
Hterature searching. Medical schools and hospital training programs are now required by 
certifying boards and credentiallng committees to make computerized literature searching available 
on^He. 
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Current Growth in MRHT.TNE Use 

The NLM has issued 31,000 search accounts to physicians as of April, 1992. Growth rates in 
MEDLINE use can be estimated by examining the number of searches performed on NLM*s 
system by year. Note the accelerating annual growth rate in MEDLINE use » from 11% in 
19S9 to 33% in 1991. This trend suggests that Physicians' OnlinemW facilitate MEDLINE growth 
on top of a pre-existing growth spurt. 
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MEDLINE Searches by Year 

(NLM system only) 

{% = annual growth) 
16% 



33% 




MEDLINE Market Segments 



Segment 


Description 




%MD 




Physicians currently using MEDLINE 
themselves. 


50.000 


8.% 




Physicians currently using MEDLINE search 
intermediaries. 


50.000 


8% 




Physicians not using MEDLINE but have access 
to computers. 


150,000 


25% 




Remaining high-priority physicians as identified 
* by the pharmaceutical industry. 


50,000 


8% 




Remaining physicians. 


300.000 


50% 



Each MEDLINE market segment diflers in terms of its computer-sophistication, previous 
exposure to MEDLINE, and ability to use MEDLINE and oliier computerized information 
resources in medical practice. A different approach is needed to market to each segment 
These marketing issues, as well as other ways to segment our physician market, are 
addressed in detail in our Physician Marketing Plan, 
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Online Pricing StTatAcry and MEDLIME Demand 

In the consumer online services industry, total market size can be measured in terms of total 
online hours. However, total online hours are really created by the number of users and 
their individual usage rates. 

For online systems, there are basically three approaches to pricing - 

• Pay-as- You-Go (or Fee-Per-Use), 

• Fixed-Fee-for-Unlimited-Use, and 

• Free with Advertising Support 

V'Pay-asrYouTGo" is a constant disincentive to any userv^^^^^ constantly running up 

the fee. To minimize expense, individuals try to limit online time by careful planning before 
getting online or using programs that automate online activities through pre-processing 
(CompuServe's Navigator and NLNTs Grateful MED are two examples). This pricing method 
is a constant drag on a growing market 

''Fixed-Fee" strategies are designed to attract high*volume users (market-share), not increase 
the total number of users. The fixed-fee pricing remains a barrier to casual users, but for 
established high-volume users, the savings are obvious. Users are now free to work online 
without the pressure of a running up a large bill. On one hand, total market size is increased 
in terms of increased total use. One the o^er hand, total revenues are depressed and the 
number of new users hasn't increased. 

"Free" strategies which link online service to other revenue sources such as advertising do 
the most to increase total market size by both increasing the use per user and the number of 
users. All high-volume users start as casual users. Once price is removed as a banier, then the 
underiying utilKy of the service becomes the ma^or force limiting its utilization. 



Alternativ* Onlliw Pricing Strategies 
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Clearly, there is enormous growth potential for MEDLINE use by physicians. As noted 
previously, the gradual erosion of several key barriers are contributing to the current growth. 
In the past, usage fees have been the migor factor limiting MEDLINE growth. As with other 
online systems, the same pricing issues apply to the MEDLINE market While there is still 
tremendous growth opportunity in the MEDLINE market, both in terms of individual use 
and number of users, current MEDLINE providers are competing over existing high-volume 
users through price-cutting without increasing the number of causal users. So at a time 
when MEDLINE use is taking off, total MEDLINE revenues are actually falling. By offering 
MEDLINE tor free. Physicians' Online will capture most of the existing MEDLINE users as well as 
create an expanded market by converting non-users into users. 
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Thp Yl^1nf^*^^^i^v of Qnlino MTipyjNR Providers 



Online MEDLINE Source Comparison 



ONLINE 
SEAVlCe 



::v"i' ■■■SEARCH 
PERFOflMflNCE 



USER 
INTERFACE 



PR3CE 



Quality :Easoo1Uso 



VALUE 



Piirlorm:9"rtcv 




TATithout pharmaceutical advertiser support or technical advantage, only a loss-leader 
coupling of MEDLINE to other online products or services can effectively compete with 
Physicians' Online, However, since MEDLINE is currenUy over 70% of the demand for these 
services, it is unlikely that any other product or service could generate sufficient revenue to 
support this approadi. 



Medical Online Services Comparison 
[ PRICE/VALUE Comparison ) 
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The Vuln^rahilUv «f m.ROM MKHT-IWE ProviderB 

MEDUNE Sourcs CemparlBon: Online vs CD>ROM 
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The CD-ROM MEDLINE market exists only because of the expense of ontine systems. CD- 
ROM systems require substantial initial hardware expense and ongoing expense for 
subscription updates. Howeverp these expenses are fixed and not related to usage so they 
offer Ulie most savings to high-volume MEDLINE users. Online systems have lower start-up 
costs and higher per use fees* so online systems offer lower overall cost to low-voltime users. 
CD-ROM systems tend to be most cost-effective for institutions white online systems tend to be most 
cost-effective for individuals. 

In recognition of this fact, CD-ROM vendors have sought to differentiate themselves wiUi 
other value-added features such as text-retrieval performance, ease-of-use, and Graphical- 
User-Interfaces. However, by eliminating the cost of MEDLINE and adding our 
sophisticated, yet easy-to-use, graphical search interface, Physicians' Online eliminates the 
CD-ROM's main competitive advantages over online systems. MEDLINE will have to be 
bundled as a loss-leader with other CD-ROM products in order to remain competitive. Again, 
lack of demand for these other products makes this a nonviable option. Only some 
institutional sites and heavy-users with substantial investments in existing hardware and 
software will remain a possible CD-ROM MEDLINE maricet 

NLM vs Phvsirians' Online 

NLM is not ultimately threatened by Physicians' Online since our missions are 
complementary - to increase total MEDLINE use. By making MEDLINE readily accessible, 
easy-to-use, and free-of-charge, we significandy increase the total MEDLINE market size 
and the NLM shares in our success with increased total licensing revenue. 

Smmn 

Clearly, Physicians' Online presents the most immediate threat to commercial MEDLINE 
vendors. We effectively challenge these current products based on the high-quality of our 
MEDLINE product, with its simple, yet sophisticated, search interface and its price (FREE). 
Our user-friendly graphical PC software, additional online products & services, and our 
dedicated on-site terminals further leverage our competitive position and create additional 
barriers to protect our share of the Thysician Desktop." 

We have a clear ''First-Mover Advantage" by having a pharmaceutical advertising support 
mechanism in place as well as a technical development lead time. Our technical lead time is 
further preserved by our exclusive software development anangement with ConQuest 
Software Technologies. ConQuest is the current technical leader in the text-retrieval 
market. Their sophisticated text-retrieval software out-performs all traditional Boolean 
systems and they have a technical lead time over rival text-retrieval systems of 2 to 3 years 
with their patented software technology. 
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II - Consumer Online Services 

The Big Three 

The consumer online services market is both emerging and highly competitive. What was 
once a relatively fragmented industry has coalesced into an industry made up of three large, 
mass-market information services. The "Big Three" include Prodigy, CompuServe, and 
America Online. Each has hundreds of thousands of individual subscribers and draws their 
substance from hundreds of information providers and distributors. 

America Online, although the smallest of the three, is the clear technical leader. It has a 
sophisticated and easy-to-iise Graphical*User*Interfaoe (GUI) which is mouse and menu 
driven and which runs smoothly on Windows, Macintosh, and DOS. Prodigy and 
CompuServe are both developing similar interfaces to compete withi^menca Online. 

Consumer Online Market Share 

(membership estimates tor 1992) 
Other 

America Online 50^ 




CompuServe Source: Alex. Brown 

41% 



Mass Market v s Niche Market Strategies 

Following a traditional "publishing^ business model, the Big Three offer a wide variety of 
low-valuB^ow-cost information products designed to capture the widest range of users 
possible. Marketing strategies are directed toward increasing both market*share and market 
size (increasing both the number of users and their individual use). 

While the Big Three are battling over the emerging mass-market, other online services (such 
as Dialog, Delphi, Lexis, BRS, PaperChase, Newsnet, Dow Jones) are quietly capturing niche 
professional markets. These services offer high-value/high-cost specialized information 
products that service specific needs of carefully targeted users. On a financial basis, targeted 
media consistently out-pertorm mass market media. This is because the information provided is 
more valuable to the target audience and the advertising is more valuable to companies 
targeting that audience. 

Window of QoDortunitv: The Medical Niche 

Following a similar niche market strategy, P/tystctans'Onnne offers high-value/high-cost 
information products to a specific high-value target audience. Physicians' Online doesn't 
present an immediate threat to the current crop of commercial online systems. However, the . 
window of opportunity to capture our niche market may narrow if the Big Three shift their 
marketing strategies from mass markets to niche markets of higher value information 
products and services. 
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Although we have both a technical edge and phanoaceatical marketing support mechanism 
in place, these companies have deep pockets and many other products and services they 
could bundle or use as loss-leaders. We will use our lead time to leverage our "First-Mover 
Advantage" to control the "Physician Desktop" and erect effective physician market barriers. 



ill - Medical Online Services 

AMA/NET 

Several previous attempts to create online infonnation services for physicians are now 
defunct, including MINET, PHYCOM, and AMA/NET. In 1981, MINET (Medical 
Information Network) was announcedby GTE Telenet In 1983, MINET went online and 
offered thi^e primary services MEDMAIL, PHYCOM, and AMA/NCT. MEDMAIL was 
essentially a repackaging of GTE's TELEMAIL service for the medical profession. PHYCOM 
was a pharmaceutical advertiser*supported online service that failed to develop any products 
or services that could attract physician use. AMA/NCT offered a comprehensive menu-driven 
package of high-quality but hard-to-use services and databases designed to appeal to 
physicians. MINET and PHYCOM quickly died from lack of physician demand due, in part, 
to the immature PC market. With the AMA's financial backing, AMA/NET lingered on until 
1990, when the AMA claimed it could no longer justify shouldering the ongoing losses. 

One can argue that the AMA abandoned AMA/NET prematurely. The AMA was certainly 
well-positioned to leverage its large membership and computer use by physicians was clearly 
on the rise. However. AMA/NET never had more than 40,000 members - and less than 5,000 
were ever "active" (i.e., used tfie system more than once). Why? Because AMA/NET was a 
"Fee-per-Use" network - with charges ranging from $38 to $42 per hour! 

US H>>althLink 

With the demise of AMA/NET in August 1990, there were no online services dedicated to the 
medical profession until the Spring of 1992. Hard-core physician-users still had the 
MEDSIG Forum on CompuServe, but if s relatively expensive and doesn't offer information 
products and services designed to appeal to most physicians. 

Then, in the Spring of 1992, a resurrected version of AMA/NET, renamed US HealthLink, 
went online. No longer affiliated with the deep pockets of the AMA, US HealthLink is set up 
as a cooperative venture between the Oregon Health Sciences University (OHSU) and the 
lEI Network, Inc., an organization formed by former AMA/NET staff. Otherwise, US 
HealthLink appears identical to the old AMA/NET. When a user signs on to US HealthLink, 
he is greeted by the same old Iclunky" interface and the same comprehensive, but hard to 
use, package of services and databases. The list includes MEDLINE, EMPIRES Literature 
Service, MEDICOM Drug Interaction Service, COMTEK Medical News Service, Bulletin 
Boards, Electronic Mail Service, Clipping Service, etc. In addition, there is a selection of 
services from the MGH/Harvard computer network including DXplain, a diagnostic decision- 
support tool developed at MGH. 

The MEDLINE offered is a stripped-down version developed by OHSU. It has a clumsy 
interface and only offers abstracts back to 1987 (A complete version of MEDLINE would go 
back to 1966). EMPIRES (Excerpta Medica Physicians Information Retrieval and Education 
Service) Literature Service is derived from EMBASE, the biomedical bibliographic database 
maintained by Elsevier Science Publishers. This database is much smaller than MEDLINE 
" only covering 320 journals since 1989, However, it has a better search interface than the 
OSHU version of MEDLINE. 

So physicians familiar with AMA/NET feel right at home with US HealthLink. What has 
changed is the market strategy. Instead of *'Fee-per-Use," US HealthLink offers physicians a 
Tixed-Fee for-'Unlimited'-Use'' ^Unlimited' here means less than 4 hours per month). US 
HealthLink charges a fixed $35 per month ($420 per year) for "Core Products & Service** plus 
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additional fees for "Premium Services" (Support/FaxAlert), Faxes, Full-Text Reprints, 
Personal Clipping Services, and communications cost in excess of 4 hours per month. 

US HealthLinlc vs Physiciflns' Online 

The more our system is used, the more money we make the more their system is 
used, the more money they iose! 

US HealthLink derives its revenue from a Bxed-fee charged monthly to its subscribing 
physicians. This strategy superficially appears to benefit physicians, however, under closer 
inspection, US HealthLink does not truly encourage physician use. From US HealthLink*s 
perspective, the most profit is generated by selling monthly contracts (which generate 
revenue} but never actually delivering the service (which generates cost). And, as discussed 
previously, this pricing strategy captures market-share of existing high-volume users, but 
does nothing to attract new or casual users. 

Physicians' Online offers the same products and services as US HealthLink, albeit at much 
higher-quality and for FREE with advertising. Cost is no longer an issue. Since advertisers 
are charged only if the ads are actually viewed (*'Pay-per-View^), the more physicians use the 
system, the more money Physicians' Online makes. In other words, we are motivated to 
make our system more use^I and responsive to our members needs. US HealthLink makes 
money selling monthly contracts to physicians who don't use the system. We make our 
money when our system is used. 

Although US HealthLink is a competing full-service online information system designed for 
physicians, Physicians' OrUine has several key advantages, including - 

* (1) Our MEDLINE is complete and has the best search interface on the 
market 

(2) Our on-site terminals make Physicians' OnUne conveniently accessible. 

(3) Our dedicated communications software is a user-friendly "Graphical* 
User.Interface"(GUI). 

(4) Our reliance on "Pay-peT-View* advertising, rather than membership 
fees, enables Physicians' Online to profitably encourage use by every 
physician - new and causal users, as well as high-volume users. 

(5) Our system delivers superior product, performance, and service and is 
priced to be free-of-charge with advertising or competitively priced 
without advertising. 

(6) Our ^stem has the backing of professional societies. 

(7) Our system delivers its service to "members" not ''customers." 

US HealthLink provides a favorable focus for comparison and allows us to "piggyback" our 
membership marketing efforts. Since US HealthLink subscribers pay monthly, not annually, 
there is no penalty for switching immediately to Physicians' Online, Without a m^gor 
technical overhaul to improve their user-interface, overhaul their MEDLINE module, and 
shift their market strategy to an advertiser-supported system, we expect to acquire most of 
their subscribers. 

US HealthLink has approximately 5,000 members and has established a gateway connecting 
an additional 2,000 Physician Computer Network (PCN) members. Physicians' Online is 
well-positioned to capture the US HealthUnk customer-base, in part, because we have an 
implementation lead Ume of at least six to twelve months that provides ample time to erect 
the required barriers. In addition, US HealthLink may be constrained contractually, 
financially, and bureaucratically by their OHSU relationship. 
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Features: US HealthLInk vs Physicians' Online 



Feature 



Cost 

Free online time 
Complete MEDLINE 



US HealthLink 



$420 /year 
up to 4 hrs/ month 



Physicians' Online 



FREE 
unlimited 



NO 

Graphical User Interface 
Mouse /Key Control 
NLP Search Interface 
Retevance Ranking 
MEDLINE Journal Club 
Free Clipping Service 



NO 
NO 
NO 
NO 
NO 
NO 

($10/ folder /month) 



YES 
YES 
YES 
YES 
YES 
YES 

(unlimited foklers) 




Software Downloading 
Uploading Supported 
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Physician Comouter Network (VCU) 

Physician Computer Network (PCN) is attempting to establish a nationwide network linking 
office-based physicians electronically with a variety of health-care organizations. As stated 
in their Second Quarterly Report for 1992: Physician Computer Network, Inc. *- 

operates a national, interactive, two*way and verifiable electronic 
communications Network linking its ofRce-based Physician Members and the 
healthcare industry. This interactive Network provides both physicians and 
healthcare organizations, such as hospitals, clinical laboratories. Medicare, 
insurance carriers, pharmaceutical manufacturers, managed care providers 
and others with a cost-effective means of information exchange which 
enhances practice administration and increases productivity...Our goal 
remains to create the largest, on-line and interactive Physician Network in 
America. 

As originally conceived, PCN offered physicians a complete medical office management 
system - including software, hardware, training, and support - free-of-cbarge. In return, 
physicians were required to view 90 minutes of interactive advertising per month and allow 
PCN to retrieve confidential patient information for resale as "anonymous, aggregate clinical 
data." 



Thp Fnnr Ri>]ate<? Bui^incss Segments of PCN 

1- NETWORKSEBVICES 

PCN offers a comprehensive medical office management system designed to 
computerize patient records and to generating patient billing, insurance claims 
billing, and wide variety of financial and dinical reports. 

2 - INTERACTIVE MEDIA 

PCN offers the pharmaceutical industry an interactive, verified, "Pay-per-View* 
advertising vehicle that physicians are forced to view for 90 minutes each month. 

3 - COMMUNICATION DATA-LINKS 

PCN offers an online network connecting physician offices to other health-care 
organizations including » hospitals, clinical laboratories, managed health-care 
providers, claims clearinghouses, and insurance companies. 

4 - CLINICAL MARKETING DATA 

PCN offers clinical data and market research gathered from the physicians' 
patient records for purposes of obtaining heall^-care treatment practices and 
observational & post-marketing surveillance reports about pharmaceutical 
products. 



Market Resistance to PCN 

Founded in 1988, the PCN concept attracted strong backing from IBM, several 
pharmaceutical companies, Lehman Brothers, and others. Four years and $50 million later, 
there are still less than 2,000 installed systems and PCN is running out of money. In 
addition, PCN continues to receive a cool reception from physicians. Why ? 

(1) Physicians resist using any media that forces them to view advertising. PCN 
insults physidans by requiring them to spend 90 minutes per month viewing 
advertising and taking quizzes on the ads viewed. 
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(2) Busy physicians value their time as much as their money. So the financial 
savings have to be substantial for physicians to eagerly sign-up for the 
pri vilege of viewing 90 minutes of advertising per month. 

(3) The PCN medical office system differentiaUd itself from competition based on 
price alone. Who are PON's competitors? A rapidly growing and highly 
competitive medical office system market that offers many inexpensive and 
high-quality alternatives to PCN. Over 50 m^or medical office systems are 
available from well-established companies with a combined installed-base of 
over 50,000 users. These software packages are distributed and serviced by 
the growing legions of small service*oriented medical office system 
companies. These small •^alue-Added-Resellers" (VARs) specialize in the 
medical office system market and offer customized packages of hardware and 
software to meet die individual needs of their client physicians. These local 
vendors off'er a personal approach to customization and service. Vendors can 
take advantage of the wide variety of high-quality low-cost alternatives to 
IBM hardware (computers, drives, monitors, printers, etc) and pass these 
savings on to their client physician. In short, they bundle hardware, 
software, customization, training, service, and ongoing support, as complete 
system solutions that effectively compete with PCN in terms of price and 
quality. 

(4) PCN has targeted high-patient volume practices. For large practices, 
computerization pays for itself. Custom computer solutions are a small 
fraction of overall practice costs. Savings are immediately realized throu^ 
better practice management and financial controls. Revenue growth is 
realized through improved claims processing and patient accounts tracking. 
So, for hig^ volume practices, the small savings afforded by PCN is a false 
economic benefit Large practices can not afford to not have the best possible 
computer system customized to their individual practice needs. And with the 
proUferation of lower-cost medical office systems, computerization is cost 
effective even for solo-practices. Small local service-oriented vendors are best 
positioned to met the medical ofRce system needs of physicians and are the 
mayor threat to PCN. 

(5) PCN preys on the widespread computer ignorance of physidans. PCN offers 
a single solution to simplify choice for busy physicians. Although a simple 
choice, PCN is not the best choice. Computer savvy physicians realize there . 
is no simple solution. A computer system must meet the unique 
requirements of each physician. Fortunately, computer ignorant physicians 
are not isolated from the computer-sophisticated. Physicians are rapidly 
becoming more coroputer-sawy, in part, reflecting the computerization of 
society in general. And, as discussed before, physicians are trained to use 
their peers as an information resource. If a physician feels uncomfortable 
with computer technology, he will rely on peers with more computer 
knowledge to guide his purchase decisions. Physicians who have become 
early adopters of computer technology have a tremendous influence on their 
peers and the future direction of medical computing in general. Therefore, by 
failing to win the enthusiasm of computer-sophisticated physicians, PCN has 
lost tremendous market leverage. 

(6) Since PCN's introduction, more strings have become attached to the 
"Physician Member Agreement " Today, in addition to the 90 minutes of 
mandatory advertising viewing each month, physicians must pay up to 
$2,760 per year and sign a guarantee to continue lease payments should PCN 
fail. Where's the incentive? 

(7) Finally, physicians avoid any activity that potentially violates patient 
confidentiality. As stated in their annual report: "PCN, by virtue of our 
Physician Member Agreement, has the right to market the anonymous, 
aggregate clinical data contained in the databases of its Physician Members.* 
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How can patient confidentiality be preserved if PCN has regular access to 
patient records? And even if PCN could convince physicians that 
confidentiality is preserved Can PCN convince the public? Do physicians 
really want patients to know their personal nrtedical records are being traded for 
sonve computer equipment? For most physicians, it's just not worth it These ' 
controversial ethical issues have irreparably distanced PCN from the public, 
the medical profession, and the pharmaceutical industry. 

pnN' A Viable Advertising Medium? 

Initially, Physicians' Online competes only with the INTERACTIVE MEDIA segment of PCN. 
Strangely, this is tlie most underdeveloped portion of PCN. A viable advertising medium 
must combine both » 

(1) an information component (content) - tailored to the needs of a target 
audience and 

(2) an odueitisin^ component -tailored to the needs of advertisers . 
targeting ihe same audience. 

As previously mentioned, PHYCOM was a failed attempt to establish an advertiser- 
supported online network because it failed to develop any information content other than 
advertising. Similarly, TON has a powerful advertising component without providing any 
information content. In fact, the primary user of the system is the physician's office staff, not 
the physician. So how can you get physicians to view advertising without delivering 
information content? PCN "solves" this prc^lem fay contractually obliging physicians to view 
their ads. Basically, PCN pays physidans to view advertising. This heavy-handed approach 
is direct but creates a medium that has no content other than coercive advertising. 

Physicians' Online takes a more traditional approach to attracting its audience. By providing 
physicians with information products and services they can use. Physicians* Online use 
becomes a natural component o1 the health-care delivery process. By moving to the background 
and being targeted to the individual user, Physicians' Onfme's advertising is transformed 
into another useful information resource that is always available when needed - not a 90 
minute interruption every month. 

Npr.wnrV RiiiHif»> Strategy 

While both PCN and Physicians' Online share an ambitious mission, the real issue is « "How 
to get there?" Two distinct network building strategies have emerged » PCN vs Physicians' 
Online, 

The PCN strategy relies on the installation of complex and costly office management systems 
that link physician offices to the PCN network. These systems are primarily used by office 
staff Physicians only use the system for the mandatory monthly viewing of advertising. 
While this strategy produces contractually captive customers with high system-switching 
costs, their competitors have a large installed customer-base with similar high system- 
. switching costs. Since PON's ability to capture existing market-share is limited, PCN is 
forced to compete with many well-established medical office system vendors in order to 
capture a share of the remaining physician offices yet to be computerized. With a limited 
number of captive physicians, PCN faces an uphill battle in attracting the many participants 
and the capital needed to establish a true national medical information & communications 
network. 

The Physicians' Online strategy relies on the installation of simple and low-cost software in 
existing computer systems and the placement of low-cost and easy-to-use dedicated terminals 
at convenient sites in the health-care environment that link to the Physicians' Online 
network. Physicians' Online is used exclusively by physicians and provides information & 
communication services on demand and at point-of-need. Physicians* Online provides a very 
attractive alternative for the existing installed-base of competing online information 
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providers who currently face low switching costs. In turn, Physicians' Online creates high 
customer switching costs due to its pricing, technology, products, alliances with multiple 
organizations, CME credits, membership services, and support With an ability to serve 
every practicing physician, Physicians' Online can attract U)e critical mass of participants 
and capital needed to establish a true national medical information & communications 
network. 



Physician Market Strategy: PCN vs Physicians* Online 
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Additional Qbstaclfis for PCN 

PON's stated goal is to install over 15,000 office systems 1^ 1995. Even if PCN manages to 
convince enough physicians to sign-up, serious obstacles remain - 

( 1) Management distraction due to recurring financial restructuring requirements. 

(2) Loss of flexibility due to complex financial structure. 

(3) Limited financial capabib^y due to excessive debt and impending liquidity crisis. 

(4) Existing bad-will with "stakeholders" - including physicians, pharmaceutical 
companies, data-link partners, and investors. 



Stakeholders 


Issues 1 


Physicians 


• Financial Commitment 

• Public Relatbns 

• Ethical Issues regarding confidential patient data 

• Coercive and Insulting Advertising Format 


Pharmaceutical Companies 


• Failure to meet charter sponsors* expectations 

• Ltmhed Market Penetration 

• Financial Wherewithal 


Data-Link Partners 


• Warrants issued have lost value 

• Viability: New Program Credibility 

• Rnancial Wherewithal 


Investors 


• Deteriorating stock prbe 

• Impending (fefaults on debts 

• Where will eddttional capital come from? 



In Summary 

The key to success for any national online health-care network is to win the support of the 
medical profession. Using "free" medical ofRce systems as its entry point, PCN has 
attempted to build physician support through bribery. Due to poor financial performance, 
PCN has been forced to add physician fees, thereby eliminating the "free computer" 
incentive. In a highly competitive medical office system market, the PCN system must now 
compete based on quality and service, not cost So far, PCN has spent over $50 million to 
connect less thaii 2,000 office sites to their network. After spending over $25,000 per office, 
PCN still has less than 5% of the medical office system market 

As part of its shifting strategy, PCN is now placing a greater emphasis on other network 
capabilities in order to diversify revenue sources beyond "Pay-per-View" advertising. No 
wonder. With a network reaching less than 1% of physicians, PCN*s ability to build an 
effective online advertising medium is limited. Without physicians, PCN has no product To 
be an effective advertising medium, you need subscribers. PCN*s key to success remains » it 
must attract more physicians. 

In the face of negative publicity, unanswered ethical issues, floundering finances, and a cool 
reception by physicians and the pharmaceutical industry. Physician Computer Network has 
a precarious future. However, PCN's dHficuhies provide Physicians' Online with valuable lessons 
and validate our unique physician market strategy. 
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We foresee that, due to - 

(1) the large Net Operating Loss carry forward of $50 million. 

(2) existing contracts with service providers, and 

(3) small but significant installed*base of users (less than 2,000) 

at some point, PCN could be an attractive acquisition target for Physicians' Online. 



Mpriigfll Sorietv Online SvstPms 

Most medical societies are exploring ways to oflfer online bulletin board systems (BBSs) for 
their members. Although more cautious than the AMA, the American College of Physicians 
(AC?) has been a leader in this area. They have been influential in dramatically improving 
the quality of medical abstracts found in MEDLINE by creating a logical format which is now 
the standard followed by most medical writers. They recently started RESNET, a online 
system for medical residents that uses a subset of the CompuServe system. In April 1992, 
the AGP introduced the "ACP-NLM Flat Fee Program.* ACP members can have virtually 
imlimited access to the NLM network via Grateful Med software for only $200 per year. 
Although plans have not been made public, ACP was recently granted a trademark for "ACP 
Online." (Clearly they are preparing for a more comprehensive online system. 

As AMA/NET clearly demonstrated, medical society online systems face the same barriers to 
success as other online systems. Physicians' Online enables medical societies to safely 
establish their own online systems on our network. For a participating medical society, we 
develop and maintain their Medical Society Forum on Physkicns' Ontine. Medical Society 
Forums are complete BBS systems and have all the same features available on Physicians* 
Online including their own membership. E-mail systems, bulletin boards, libraries, etc. 

Note: Medical society support for Physkians* On/rnedoes not imply medical society 
endorsement for online advertising. Physicians* On/fnefunctbns the same whether or not 
the advertising-support features are turned on. The choice of whether or not to turn on the 
advertising is left for the Individual physician to decide. Physicians nuy chose to turn off 
the advertising features at any tinne and assume the coat of services provkled. 



IV • Pharmaceutical Marketing Media 

Pharmaceutical Marketing Market 

In 1991, $63 billion of prescriptions were written by less than half a million physicians - over 
$150,000 per physician. Pharmaceutical companies currently spend approximately $5 billion 
dollars annually on the sales and marketing of drugs and an additional $2 billion dollars on 
the distribution of free drug samples -* over $15,000 per physician. These marketing and 
sales activities include - 

• sales calls to physicians by manufacturers* sales representatives, 

• professional journal advertising, 

• direct mail and telemarketing communications to physicians, 

• distribution of free drug samples to physicians, 

• marketing and sales research, etc. 

The largest prescribing specialties are internal medicine, family practice, general practice, 
and caridiology. Together, these specialties accounted for over half the prescription sales in 
1991. In 1961, there were 656 drugs available by prescription in the US *- today there are 
over 8,000. This has created a marketing "din," as a plethora of products are vying for the 
limited attention of busy medical professionals. Increasing competition, falling profit 
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margins, and increasing marketing costs have created an acute need for more careful market 
segmentation and targeting of pharmaceutical marketing campaigns. 



Current Pharm aceutical Marketing Mix 

Physicians' Online competes with other advertiser*supported media to secure a share of the 
pharmaceutical marketing pie. Our objective is to establish Physicians' Online advertising 
as a generally accepted part of the standard "Pharmaceutical Marketing Mix." Our medium 
is positioned to complement, not compete, with other media in the overall pharmaceutical 
marketing mix. 

The Current Pharmaceutical Marketing Mx 



TV « 

MedicalJournats ™P® / Magazines 

Direct Mall Newspapers 
Brochures -s^!!^ViM Friends 
Drug Samples Peers 



Conferences •""^^^■H^P'^^^ General 
canlcal Trial, I W 



^/ I \ Patients 



Telemarketing / 

Ad Word of Mouth 

Surveys ^ 

Specialties 

Gifts Services 

The extremely competftive nature of pharmaceutical marketing assures rapid acceptance of any new 
medium that effectively targets physicians. Pharmaceutical marketing appears to be ruled by a 
herd psychology: ''So go the Competition - So go We * Pharmaceutical companies can not 
neglect any marketing metiiod that might give competitors an edge. 

The merest possibility of a new medium attracts widespread interest by the pharmaceutical 
industry. Witness Medical News Network (MNN), scheduled for launch in the Spring of 
1993, Whittle Communications claims to have raised over $100 million in pharmaceutical 
advertising commitments for this new multimedia project. To date, MNN can't claim a single 
physician user. And, even in the face of negative publicity, unanswered ethical issues, 
floundering finances, and a cool reception physicians, Physicians Computer Network 
(PCN) successfully completed an IPO for $36 million in 1991. PCN has already spent over 
$50 million to connect less than 2,000 office sites to its network over $25,000 per physician! 

So, new media products will continue to proliferate as long as there remains such a large 
market opportunity. The media companies that serve this industry are well-capitalized. 
They are all well-positioned to leverage their existing pharmaceutical client-base to sponsor 
new media opporUinities as they arise. 

As a relatively undercapitalized "dark horse" entrant, Physicians' Online must leverage ita 
"First-Mover Advantage" by rapidly creating barriers to ward off these well-positioned and 
well-capitalized competitors. Only one barrier can really protect us - 

a completely satisfied physician membership. 
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The key to our success Is ABSOLUTg nmiCATtOW TO "C USTOMER" SERVICE - 

(1 ) Physicians must feel like "members** not "customers." 

(2) Physicians must view Physicians* OnilnsBS a quaDty Information service thst 
maintains the integrity of its informatton products and clearly separates the 
needs of physicians from the demands of pharmaceutical advertisers. 

(3) We must nurture our ongoing member relations by offering only the highest 
quality products, services, and support 

Our satisfied members become our most potent marketing weapon by recruiting new 
membership, leveraging our marketing into new clinical sites, and securing our market-share 
against future competition. ("Why switch? Physicians' OnUne is great, friendly, free, and 
ours." "How many high*quality, free^f*charge, medical information services do you need?") 

As a national "medical information utility*" our goal is to position Physicians* Online as a 
"natural monopoly" by leaving no opportunity for competition to exploit A steady stream of 
new products & services, dedication to membership service, professional society 
endorsements, and a large installed-base of on*site terminals make Physicians' Online 
difficult to duplicate, even for large well-heeled media companies. 



Whitjtle Communications' Medical News Network (MNN) 

While little detail has been revealed about Medical News Network (MNN), company officials 
confirm that Whittle will begin pilot testing an advertising-supported "News and Continuing 
Medical Education" system for physicians in the spring of 1993. This non-interactive 
broadcast information system will be delivered via television to the physician's ofBce. 

Consistent with Whittle's previous efforts, MNN will be an extremely costly endeavor with 
the most significant investment being in the areas of progranuning and broadcasting. It 
appears the system will broadcast its programming in a flexible format similar to "Pay-per- 
Yiev/* television in order to register physicians for CME credits and audit audience 
participation. Presumably, MNN will match its advertisers with their intended audience. 

Pgtential Obstacles for MNN 

While Whittle has pre-sold all the advertising slots for the first year, MNN faces a number of 
physician and advertiser acceptance issues » 

{ 1) Given the peripatetic nature of patient care, the physicians' oflice may not be 
the most suitable place for such viewing. In fact, physicians may prefer to 
conUnue to receive such programming through the existing lunch or vacation 
conference formats. 

(2) Physicians may prefer to earn CME credits in a more interactive or self- 
directed educational environment 

(3) If physicians can't flexibly schedule MNN viewing to coincide with their busy 
schedules, this system will fail from lack of viewers *- indicative of yet 
another advertiser-supported service that was insensitive to the needs of 
physicians. 

(4) Since all the advertising space for the first year is sold-out, many companies 
will be excluded from participation. This exclusion creates an opportunity for 
another competitor, like Physicians' Online, to attract interest 
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An Exnanded MarVpt Opportunity rrPflt.pri hv MNN 

Given the cost of developing and maintaining the MNN system and given that the system 
requires changing physicians' habits, it is not clear MNN will prove cost-efifective for 
advertisers. While publicity will increase general awareness of alternative media and 
promote pharmaceutical company acceptance of new media, Physicians' Online, witfi its cost* 
effective micro*marketing approach and sophisticated precision-targeting features, will 
greatly benefit from Whittle's investment and educational efforts. 



Emerging Phannaceutica l MicromarTcetiny Industry 

Pharmaceutical marketing in the 1990s is trending towards micromarketing. The four 
characteristics making the pharmaceutical market conducive to micromarketing are: 

(1) masurability » the potential and actual market size of the specific drugs 

being marketed can be determined; 

(2) accessibility » physicians, the purchasing decision maker in this industry, 

can be targeted; 

(3) profitability - pharmaceutical companies spend $7 billion annually in the 

US on sales and marketing and dnig sampling; and, 

(4) stability *- the pharmaceutical industry is lecession-resistant. 

The principal objectives of micromarketing and sales research information are - 

(1) to enable pharmaceutical manufacturers to compensate their sales 
representatives based on geographic saIeS:OT prescription activity, 

(2) to quantify individual product sales and prescription levels, and 

(3) to direct their marketing and selling activities to specified or selected 



Currently, approximately $500 million annually goes towards the purchase of prescription- 
drug information. Two companies have historically dominated the prescription-drug 
information market: IMS and Walsh International Both companies offer drug-information 
products based on phannaceutical sales data segmented by zip code. In other words, they 
provide prescribing information that is aggregated geographically, not at the individual 
physician level. This creates a market opportunity for prescriber-Ievel data. 

MMG (Medical Marketing Group) and PMSI (Pharmaceutical Marketing Services, Inc. -* a 
Walsh International spin-off) are both emerging companies that are setting new standards in 
pharmaceutical micromarketing. They have both developed physician-specific profiling 
databases. By slicing their data in a variety of ways, they have developed a series of useful 
marketing information products that enable pharmaceutical companies to direct their efforts 
to influencing the prescribing habits of specific physicians. These sophisticated 
pharmaceutical marketing support tools, based on prescription data, track the prescribing 
behavior of any targeted market segment down to the individual physician. 



limited SvppIy of Media Tm^im Sperifiic Phygiriana 

While these new prescriber-level marketing tools provide a powerful means to target 
pharmaceutical marketing efforts, the supply of media targeting physicians at an individual 
level is limited. 



V - Pharmaceutical Micromarketing Industry 



groups of physicians. 
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Currently, prescriber-level information is only useful in - 

• directing sales representatives, 

• direct mail campaigns, and 

• telemarkeUng efforts. 

Prescriber-level targeting tools are available but the supply of true prescriber-level targeted 
media is limited. In fact, the prescriber-level data market leader, MMG, is attempting an 
aggressive acquisition strategy designed to increase the demand for their services by creating 
a new supply of media which target physicians based on their prescriber-level database. 

The need for more careful market segmentation and targeting of marketing campaigns 
have lead to a proliferation of both traditional and newer non-traditiona] mediums to 
reach physidans. Drug companies have provided increased advertising support for 
newer marketing mediums especially those which target their markets more 
selectively. This has caused an increasing shift of the $400 milh'on dollars per year 
devoted to traditional journal advertising, as phamaceutjcal firms become 
increasingly receptive to these newer advertieing vehicles. 'Riey are actively looking 
for new means to reach physidans. 

("Medical publications under siege from "new m^&Si'* Publishing News^ May 1990, p. 44.) 

This trend is our market opportunity. Physicians' Online provides a medium which naturally 
complements pharmaceutical micromarketing services by providing a true physidan-level 
targeted medium. An alliance with a prescriber-level prescription data provider allows us to 
strengthen our targeting features by including direct 'prescription behavior targeting." In 
addition to targeting by demographics and context, physicians can also be targeted by their 
specific drug prescribing practices. 

hm\^i PsYchomfitrig Pata Souirces 

Pharmaceutical micromarketing companies are also exploring alternate sources of relevant 
prescriber-level marketing information other than prescription data - 

(1) to enhance the overall predictive value of their marketing tools and 

(2) to decrease their strategic dependence on providers of raw prescription data. 

One approach is to add "attitudinaP or "psychometric" data to their products. However, this 
data is currently compiled from relatively primitiv&survey data. 

Physicians' Online offers a source of proprietary prescriber-level psychometric data that is 
continuously generated from online user activity. Our prescriber-level psychometric data can be 
combined wrth preacriber-tevel prescription data to create new marketing tools which not only track 
but also predict physician prescribing behavior. 

Ngw SfflTO hr PrescribCT-levfi] Pregmptigni Pata 

Initially, Physicians' Online will not enter the prescription data market which is currently 
dominated by IMS, Walsh, and Medco. However, with the advent of hand-held, pen-operated 
computers with cellular data network capabilities, we are well-positioned to offer 
prescription fulfillment services and thus become an independent source of prescriber*level 
prescription data in addition to our psychometric data. 

DrugSamplinpServigPft 

An estimated $2 billion worth of free drug samples are distributed annually via drug 
manufacturers' sales forces. However, increased Federal regulation requires documentation 
of the final destination of these samples and forces drug manufacturers to track these 
samples more closely, thus creating another market opportunity. Throu^^ our ad linkages, 
drug detailing boards, and special E-mail oflferings, drug sample fulfillment services are 
conveniently offered electronically to physicians, thus automating both the fulfillment 
process and the required record-keeping. 
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AHHiHonal Regulatory CnnjiiHpr»tinns Governmp Pharmaceutical MaAetmy Practices 

Pharmaceutical marketing practices have come under increasing scrutiny. Pharmaceutical 
advertising, markeUng, and promotional practices have drawn critical fire during recent 
hearings held before the Senate Committee on Labor and Human Resources. Legislation 
strengUiening the Food and Drug Administration's (FDA) authority to police drug company 
promotional activities has been proposed. 

In an effort to pre-empt the creation of formal legislation \sy a gesture of self-regulation, the 
Pharmaceutical Manufacturers Association (PMA) and the American Medical Association 
(AMA) issued guidelines outlining acceptable and unacceptable promotional practices. Other 
professional societies, including the American College of Cardiology (ACC) and the American 
College of Physicians (ACP), have issued similar guidelines. 



Unacceptable gifts 

• Cash 

• Subsidies for travel, lodgirtg or personal expenses or in connpensation of time spont lor 
physicians anending conferences or meetings. 

• Payment for token consuHirtg or advisory services. 

• Gifts with *^ngs attached," such as those given in relation to a physicians' prescribing 



Acceptable gifts 

• Gifts with educational value, such as textbooks. 

• Work-related gifts of minima} value: pens, notepads and penlights. 

• Subsidies to underwrite the costs of continuing medical education conferences or 
professional meetings. 

• Scholarships for medical students, residents and fellows to attend educational 
conferences, as long as selection is nade by their academic institutions. 

• Reasonable compensation and reinnbursement of expanses sustained by consultants. 

• Modest meals, usually In conjunction with educational programs. 

These guidelines have forced the discontinuation of certain practices and the modifieation of 
many others. 

For example, 

in 1988, $165 million was spent by pharmaceutical companies to pay for 
physicians and their spouses to attend meetings in resort spots such as 
Monte Carlo and Palm Springs, complete with entertainment such as cruises 
and golf outings. 

Such practices, as well as cash subsidies, clinical ''research* grants, and other valuable gifts 
"with strings attached," have been dramatically curtailed. Leveling the playing field of 
''unsavory* nrarketing practices has freed up marketing dollara to invest in other promotional areas. 

The FDA is also being pressured to create stricter regulations regarding the degree of 
product disclosure information included with pharmaceutical advertising. Several studies 
have pointed to the lack of adequate product disclosure information and the widespread use 
of dangerously misleading product messages included in many pharmaceutical marketing 
campaigns. 

How do these regulations eflTgct PhvsicmnR' Onlinel 

{ 1) Physicians' Online Is the only advertising medium that complies wHh the spirit of FDA 
disclosure regulations. With Physicians' Online^ online advertising is not only 
linked to complete FDA product information but also to relevant medical 
literature, pharmaceutical detailing databases, independent USP drug 
information, and fulfillment services. 



AMA Ethical Guidelines on Drug Industry Gifts 
(adopted December 1090) 



practices. 
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(2 ) Physicians ' Online terminals and dedicated software are ctearty of educational value, so 
their distribution by sponsoring pharmaceutical companies doesn't violate any 
ethical guidelines. 

(3) Our online "advertising $he\r enables us to clearly distinguish between promotional 
messages and Information products. Our infomation products are not 
contaminated, in anyway* by promotional material. 



Our Growth Strategy 

Online advertising enables Physicians* Online to deliver virtually any information product or 
service, free*of-charge, to physicians, while paying royalties to third*party information and 
service providers. Our growth is fueled by our strong cash-flow position and our ability to 
encompass new "micro-information niches" by incrementally adding new products & services 
and serving new elements in the overall *^edical Information Grid". By connecting medical 
professionals, pharmaceutical companies, pharmacies, medical information & service 
providers, hospitals, laboratories, ofRces, insurance companies, and, ultimately, patients, 
with a national electronic communications network, Physicians' Onliiie becomes a platform- 
independent "distribution system" whidi maintains growth by "feeding it* a steady streain of 
new information products and communication services. 



Network Expansion to a Comprehentlva Medical Infonnation Utility 




Physicians* Online is also well-positioned to leverage its physician membership to exploit the 
huge market opportunities that will open with the imminent introduction of low-cost, podcet- 
sized, pen-operated computers able to connect wirelessly to national cellular data networks. 
Prescription fulfillment services, prescription data, pharmaceutical marketing services, 
patient laboratory data, insurance claims processing, personal pager services, 
communications services, FAX networks, etc. will all be within easy striking distance. 
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Summary 



To provide a comprehensive solution to the overwhelming information 
retrieval and communications problems of toda/s physician is both our 
challenge and our opportunity. 



Physicians' Online is dedicated to serve the information and communications needs of 
physicians and the marketing needs of the pharmaceutical industiy. 

Physicians' Online initially distributes third*party produced information products and 
services, on demand, at point-of-need, and free-of-charge, to member physicians while 
simultaneously providing the pharmaceutical industry with a sophisticated, cost-effective* 
precisely-targetable, {ulIy*accountable, non-coercive, risk-free, "Pay-per-View" advertising 
medium. 

Physicians' Online is well-positioned to become the leading communications conduit through 
which all health-care transactions are routed. . 
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Online Advertising Features 



Features Benefits 



HO BISK Advertising Unlike other advertising media. Physicians' Online only 

charges adveTtisers for ads pctuallv viewed! If no one views 

"Pay-per-View" AcJvertising your ad...yott pay nothing. True -Pay-per-View" advertising. 

So you risk nothing by advertising on Physicians' Online, 

'•NoView...NoPay* 

You receive a full accounting of all advertising activity and 
pay only for what was actually seen by your target audience. 
This makes Physicians* Online the most cost-efifective and 
fully-accountable marketing medium to target physicians. 



Precise Physician Targetliy Each member fills out a complete online demographic 

questionnaire when he signs on for the first time. Whenever 
he signs on to the system, he is identified by his 
membership number (social security number) and password. 
So the system knows at all times, who is calling and 
demographically important information 'about each 
individual medber. 

For example, if a company wants to market a product just to 
cardiologists who practice angioplasty in St Louis, it can 
selectively "narrowcast* the message to just these 
individuals. 



Piecise Message Targetlag A product message can also be selectively varied by target 

segment 

Messages Taitored to Each 

Segment If a product is used by different specialties for different 

reasons, the product message can vary depending on who is 
viewing the ad. 

In other words, product features of interest to infectious 
disease specialists can be shown to them while different 
features can be shown to gastroenterologists. 



Cosl-EffecUve At 7.5« per 15 second ad, you get 15 messages guaranteed to 

be viewed, for the same price as a single letter that is 
usually thrown out unopened by the same physician. 

E-Mail messages, at 50^ each, are less than half the price of 
a typical postsJ mailing...and E-Mail is not thrown-out 
unviewed! 

Drug detailing databases, at $18 per hour, are a full order of 
magnitude less than an average ''detailing^ sales call which 
currently costs over $200. 



Receptive Aodlence Physicians' Online members go online for computerized 

clinical information. 90% of physician online time is 
Suggestible State of Mind devoted to using clinical information databases. 30% of that 
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time is spent on drug inromation databases. 65% of that 
time is spent on MEDLINE. 60% of MEDLINE activity 
involves patient care problems and 40% involves therapy. In 
other words, physicians are looking for drug or Uierapy 
information over 60% of their online time. 

So you have a influential physician, staring at a computer 
screen, actively seeking information about theTapy...Not a 
bad time to suggest a new product or remind him about an 
old product! 

And, as "early adopters*. Physicians' Ordine members are, 
by nature, more receptive to new products and ideas* 



Associative Conditioning Tool 

Create Powerful "Prescribing 
Preference" Reflexes in the Minds 
of Targeted Physicians 



Physicians can be conditioned to form mental assodaiive 
links between a product and a clinical situation. These can 
be created using online messages which couple a product 
name with a brief yet descriptive "point line." Using 15 
second ads, messages flash into the physician's mind 4 times 
per minute or 80 times during an average 20 minute 
MEDLINE search. Although the physicians may not be 
primarily concentrating on the advertising, the ad changes 
are always noticed, if only briefly. Throu^ frequent online 
reinforcements, associative links can be built into the minds 
of targeted physicians. So, whenever a physician 
encounters that cUnieal situation, the associated product 
comes to mind first 



The essence of effective pharmaceutical marketing is 
Associative Conditioning - To be the first product that pops 
to mind when confronted with a therapeutic decision. What 
could more powerfully influence physician prescribing 
behavior than being the first drug to pop to mind? The 
ultimate "point-of-sale" influence is carried in the mind of 
the potential customer. 



Professional BoodwHi Since Physicians' Online is so newsworthy, we anticipate 

extensive coverage by the medical press. This publicity 
along with medical society support and early co-marketing 
efforts, brings high visibility to Physicians' Online and its 
early pharmaceutical supporters. 

By being identified as supporters of a service which brings 
physicians so much for so little, participating 
pharmaceutical companies enjoy tremendous professional 
goodwill. 



Marlcet i^erage: 

Member characteristics 

• earty adopters 

• influential 

• receptive 

• high prescribers 
Physicians' Online members 
Extend MarKeting Reach 



Physicians who regularly use MEDLINE literature search 
services are ''Medical Opinion Leaders" and hii^ 
prescribers. Their opinions are sought out by Uieir peers ' 
since they are assumed to be the most knowledgeable and 
current with the literature. 

Physicians who use computers are ''early adopters'* of new 
technologies and products and therefore the trendsetters of 
their profession. As professional trendsetters. Physicians* 
Online members extend the reach of any marketing 
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effort by influencing the rest of the profession. By their 
nature they are also more receptive to new products and 
ideas. 

By marketing to Physicians' Online members, 
pharmaceutical companies can leverage their marketing 
dollars by reaching the most influential members of eadh 
target segment So capturing these influential physicians 
leverages marketing efTorts beyond their nunibers to the 
rest of the profession. 



Ad'Unked Features -* Online advertising can be targeted by any demographic 

characteristic down to the spedfic physician. Messages can 
Electronic -* be targeted through ''static demographic links,** dynamic 

• Drug Detailing "context-sensitive links," and "prescribing-practices links." 

• Fulfillment 

• Customer Support In addition to the automatic linkage to FDA drug disclosure 

data, pharmaceutical companies can link their 
advertisements with a number of other features. 



Online ads can be linked to - 

- relevant MEDLINE abstracts 

" full text database ol supporting literature 
" other online fulMext databases 

- drug detailing databases 

- other drug information databases 

- pharmaceutical conpany foaims 

- real-time ad response monitoring 

- online surveys 

- online customer service support 

- E-mail to contact the company directly 

- Fulfabnent Functions 

** drug sample requests 

» detail man follow-up requests 

- further drug information 



Ads can be linked to specific MEDLINE abstracts so that an 
specific ad is shown whenever a specific abstract is 
retrieved. In addition to static links, dynamics links can be 
created that link ads to specific search concepts. Whenever 
a specific concept is invoke by a physician, a specific ad can 
be displayed (context-sensitive links). Precision targeting 
tranafornftt online advertising into useful informetton because 
ads ere now relevant to the viewing physician. 



Electronic Direct Maiketlng 

MEMBER/ALERT Services 

• E-Mail 

• FAXWET 

• Regular Mail 



The range of MEMBER/ALERT services offered by 
Physicians' Online is available Tor use by pharmaceutical 
companies. Electronic and direct mail services include E- 
Mail. FAX/ALERTS. MEMBER/ALERT Postcards, and 
special direct mail services. Through any of these means, 
messages can be sent to any demographically definable 
physician segment 



• Direct Physician Communication In addition to targeting advertising and other electronic 

messages, full E-Mail and "live** conferencing capabilities 
allow companies to communicate directly with individual 
physicians. 
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Company Forums 



Pharmaceutical company forums allow companies to focus 
and coordinate their online activities through the use and 
maintenance of company-specific detailing databases, E* 
mail services, customer support, fulfillment services, special 
announcements, bulletin bisards, etc. 



Single-Sponsor Senrices 



Companies may also exclusively sponsor specific online 
events such live conferences, special interest information 
services, etc. 



PhannaceuUcal Advisory Board 



In addition to a responsive customer service and sales 
support team, pharmaceutical advertisers have an 
opportunity to directly influence the direction of Physicians' 
Online Uirougfa membership on the Pharmaceutical 
Advisory Board. 



Company Sales Force Support 

Sales Reps Online 

Advertising Specialties 

• Membership Packets 

• Software 

• On-Site Terminals 



With industry-wide estimates of over $200 per sales call and 
limited opportunities to reach busy physicians, any method 
that cos^ef^ect3vely increases total physician contact time is 
valuable to the pharmaceutical indusl^. 

Pharmaceutical sales reps can have personal online 
memberships to Physicians* Online - giving them full access 
to online services including E-Mail, sales call follow*up, 
advertising placement, etc. 

Physicians U-aditionally receive small gifts from "drug reps" 
when they make sales calls. Detail men are always looking 
for low-cost items of value to physicians that convey an 
advertising message. Free membership packets, software, 
and dedicated terminals make perfect gifts that 
pharmaceutical representatives can distribute to physicians 
and hospital sites in their market territories. 

Terminals, membership packets, and software can be 
further customized with the name of the company, 
pharmaceutical representative, or any other special 
advertising or message. 

Start*Up Screens on the terminals can be customized to 
show any message at start-up such as the name of the 
company donating the terminal. The start-up screen can be 
used to directing physician to use the online company fonun 
to contact drug reps, get information, order samples, etc. 

By encouraging the use of Physicians' Online^ 
pharmaceutical reps extend Uieir total physician contact 
time through the use of electronic mail facilities and other 
services directed to their specific physician-clients, and 
generate goodwill in their established and potential 
customer-base. 
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ReaMime Market iDtelligence Physicians* Online Psychometric Data Sources 

" MEDLINE Database itself 
» MEDLINE Usage Data 
-* Concept FrequenQT Data 

- Advertising Response Data 

- Specific Survey Data 

Powerful new market research tools can be developed from 
these new psychometric and market data sources. Our 
continuous real-time market intelligence provides powerful 
measures of changing market trends. 



Online Test Maiketlng Any online behavior, such as utilizing options for more drug 

information, can be tied to specific message displays. The 
Monitoring Online Behavior to response rate to diRerent messages can be used to identify 
Test and Adjust Market Strategies and differentiate unique concerns of difTerent market 

segments. Other promotions and market strategies can be 
fine tuned using response rate data. For example, does a ' 
message which emphasizes an new antibiotic's coverage of 
gram negative bacteria interest an infectious disease 
physician more than its low incidence of renal toxicity? 

Complete online activity data allows advertisers to test the 
efBcacy of different advertising approaches by monitoring 
the online behavior of targeted physicians. 



MEDLME Tfends Using MEDLINE as a starting point, powerful new indices 

can be constructed and used to generate both periodic and 

Monitor future medical trends customiied reports that monitor changing market trends. 

For example: 

CONCEPT FREQUENCY INDEX 

Concept indexes coupled with citation frequency will 
generate data concerning overall changing trends in the 
medical literature over time. Shifting concept frequency 
trends in the medical literature reflect changing future 
trends in clinical practice. This information identiries 
early market trends, anticipates changing demand, and 
recognizes potentially significant new areas of research, 
as well as new applications of existing drugs. These 
concept indices will routinely screen the most forward- 
looking terminology - for use in advertising and 
promotions. 

ATrrHOR/PTTATinN FREQUENCY INDEX 

Authors of journal articles will be indexed by 
publications, field erf* research, etc. This database will 
generate data on the most influential researchers by 
various criteria such as area of research, numbers of 
publications, number of times research is cited by 
others, etc. By identifying the most influential 
researchers, researdi support moneys can be allocated 
to maximize leverage of research and marketing efforts. 
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Online Search Bebavior 



Physician Psychometric Data 



By tracking what questions physicians are asldng. 
Physicians' Online has a real-time proprietary database of 
the clinical concerns of physicians which can be analyzed by 
any demographically definable physician characteristic. 

• This database enables the pharmaceutical industry to track 
the changing clinical concerns of their target markets and 
ac^ust their marketing strategies accordingly. 

Online search behavior data provides 'Yocus group" type 
data, but at a greatly reduced cost and higher significance 
because it monitors what physicians are actually doing...not 
what they say they are doing. 

Physician psychometric data from Physicians' Online allows 
pharmaceutical companies to design effective xharketing 
strategies by developing and marketing products that met 
the changing concerns and need of physicians. 

By coupling this data with prescribing practices data, the 
pharmaceutical industry now has a complete and potent 
marketing methodology available to them. 



Special Direct Online Senrlces 



For pharmaceutical companies who want to expand their 
direct day-to-day control over this new medium, a 
customized system will allow them online access to monitor 
advertising activity , place new ads, maintain company 
forums, process electronic mail, process online fulfillment • 
requests, etc 

Full sales force computer network out-sourcing services are 
also available. 



Dedicated Account A dedicated sales staff and customer support team aids 

Representatives and Customer clients in tailoring their online marketing activities to meet 
* Service Staff their specific mariceting objectives. 



Account Information 



Each advertiser gets an account statement that gives a 
complete accounting of ads viewed. This report can be 
customized to yield useful market information. 



Online SanrefS 



A traditional survey approach can be taken as well. These 
real-time surveys can be conducted either directly or 
indirectly. These surveys can be designed quickly and the 
target audience selected by any criteria with the results 
available within a few days. The online market survey 
becomes a simple yet highly responsive management tool. 



Customized Account Information Special Customized Ad Activity Reports will yield useful 

market information. For example, ''Who actually viewed 
that ad" can be summarized by any targeted demographic 
characteristic. 
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Phase I Business Plan 



Medical Knowledge Management 
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Christian Mayaud, MD 

Chi^Executive Officer 
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230 Park Avenue » #C»301 » No w York » Nbw Vorh ^w^ea 

212/338.9343 I 212/724-203^2 i Fax: 2?2V24.0855 " 



Notice of Confidentiality & Disclaimers 



The information contained in this plan ("Confidential Infonnation") is hi^ly 
confidential and is the proprietary information of Physicians' Online, Inc. 
(Tompan/). 

The taking and review of this plan by a prospective investor or other reader 
constitutes the agreement on ttie part of such person to keep the Confidential 
Information strictly confidential and not to use or disclose the Confidential 
Information in any maimer without the Compan/s prior written consent 

Any reproduction of this plan, in whole or in part, without the prior written 
consent of the Company, is prohibited. 

This plan does not constitute an offer to sell any securities. Any such 
solicitation will be undertaken only under appropriate documents and 
pursuant to all applicable securities laws. 

The plan set forth herein is believed by the Company to be reli^le to the best 
of its information. It must be recognized, however, that projections and 
predictions about the Company's fUture performance are necessarily subject 
to a high degree of uncertainty, and no warranty, expressed or implied, is 
made Uiat such projections will be achieved. 



Physicians* Online is a trademark of Physicians' Online, Inc. 
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"The success of managed care will probably depend on the ability ^ to influence 
physicians' choices in the direction of increased value." 



-JohnKlglehart Managed Care. NEnglJMedm2\Z21:742. 



Physicians' Online is a personalized online medical information and 
communications service dedicated to empowering pHysicianB with the toob 
essential to advance the quality and control the cost of health care through 
informed decision-making. 

Physicians' Online ("Compan/) is an innovative new electronic medium designed to evolve 
into a comprehensive national medical information and communications network servidng 
the entire health care industry. The Company's online information products mid 
communication services provide physicians with powerful tools to manage Medical 
Knowledge, Prescriptions, and Patients. Physicians^ Online provides a distribution outiet for 
third-party produced information products and services. Physicians' Online also provides 
valuable proprietary information services to other industry partidpants including managed 
care organizations and the pharmaceutical industry. 

Phase I . Medical Knowledge Management 

Online medical information and communication services which are readily 
accessible and free of charge to member physicians through optional online 
advertising support The Company has assembled the most powerftil, yet user- 
friendly, collection of medical information tools available from leading third-party 
sources. The core information products target three key areas of identified 
information need, including medical literature (MEDUNE), medical diagnosis 
(QMR), and drug information (USPX Physicians* OnUne is being developed in 
cooperation with maoor medical societies, pharmaceutical manufacturers & 
marketing organizations, hospitals, managed care organizations, and leading 
technology & third-party content providers. 

Implementation: 1993 through 1994 

Phase II • Prescription Management 

Online prescription fulflllment and cost containment programs made possible 
through the use of "Smart Electronic Prescription Pads" (PDAs). This network is 
being developed in cooperation with managed care organizations, hospitals, 
pharmacists, pharmaceutical distributors, leading technology providers, and 
other health-care participants. 

Implementaition: 1994 through 1996 

Phase III • Patient Management 

Online patient information for efficient retrieval and transaction processing 
resulting in enhanced clinical and administrative efficiency and cost- 
containment Thi- network is being developed in cooperation with corporate 
employee benefits programs, private health insurance carriers, out-patient 
laboratories, electronic claims processors, installment credit organizations, 
hospitals, and other health care participants. 

Implementation: 199S through 1997 

The Company's competitive advantage is based on its ability to attract physician use. 
Founded by practicing physidans with extensive experience delivering practical information 
products to busy clinicians, the Company has developed a market-driven product strategy 
designed to win maximum professional acceptance and use. The Company is establishing 
critical strategic alliances with leading participants in every m^or health care market 
segment The Company is currentiy working with several leading content and service 
providers to develop new products and services for this expanding multi-billion dollar market 
opportunity. 
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The management team has spent over $100,000 and more than three years developing the 
Medical Knowledge Management System using leading third-party technology providers. 
The Company is in the process of raising an additional $300,000 through ten units of 
common stock. At a company valuation of $1.9 million, each $30,000 unit consists of 150,000 
shares ( 1.6%) of the Company's common stock. This money will enable the Company to 
obtain pharmaceutical advertising commitments, additional strategic alliances, and to bei^n 
the final integration of our Phase I - Medical Knowledge Management System. 

While the Company anticipates completing subsequent rounds of financing over the nert 
twelve months, primarily with its strategic industry partners, the Company believes it will 
. be able to use the public markets to provide its investors with a quick exit (2 years) and a 
high return for this first round investment From a Price/Earnings perspective based on the 
attached analysis of the highly- valued comparable public companies and the Company s own 
financial projections, investors could achieve a return of 52 to 233 times their oripnal 
investment within 2 years. Based on the Price per Physician Member valuation of PCN, such 
an investment would result in a 233 times return over the same time period - even if the 
Company remained unprofitable. 



Comparable Market Valuations 





PCN Ml 


MMG (2| 


AOL (3) 1 




Coniputerized Medical 

Office Systems & 
Network Services for 
Physicians 


Pharmaceutical 
Micromarketing Servk:6S 
based on Physician 
Prescribffig Profiles & Media 
Targal'mg Physicians 


Consumer Online 
Information Seraices 




n/a (5) 


$4.em]Ulon 


$3.4minion 




2000 


n/a 






$20 million (6) 


$422 million 


$127maUon 




$ 10,000 (6) 


n/a 


nAi 




n/a 


88x 


37x 



1 Physician Computer Network, Inc. 

2 Medical MarVeting Group, Inc. 

3 America Online, Inc. 

4 Industry analyeto eatimoteB of nel income for 1993. , " « 

5 For the nine monlhe ending Sept 30, 1992, PCN had revenuea of $2.0 million with a net losa of 112 
million. Between 1987 and 1991, PCN has an accumulated net lose of $62 million. 

6 While PCN has raised more than $63 million unce 1987, its largest shareholder has recently 
committed $10 million for 50% of the company. Althougti currently valued at $20 million, within 
the last 52 weeks PCN has been valued as high as $77 million. At ito peak valuation, thia resulted 
in a market multiple per physician member of approximately $39,000. 
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inylied Physicians' Online Maricet Valuations at IPO 




Physician 
Membership 



100,000 



Net Income 



$6 million 



Round 1 
ROI Multipto (7) 



$1 billion 



nl6 



233 X 



n/a 



$S2Sndllton 



123 X 



n/b 



$222 million 



S2X 



7 The two year ROI multiple awumeB 16% Round 1 ataka in dfluted to 7* at IPO in 1994. (see 
following chart) 



Staged Financing Scenario 





Shareholders 


Shares 
Offered 


Purchase 
Price 


Investment 
(10) 


Company 
Valuation [8) 


Ownership 1 
o/o^lPO (91 1 




Founders 


8,000,000 


SOJOOS 


$40,000 




36% 


Jan 93 


Round 1 


1,500,000 


J20 


$300,000 


$1,900,000 


7% 


May 03 


Round 2 


1,500,000 


JSO 


$750,000 


$5,500,000 


7% 


Jul 93 


Round 3 


1,000,000 


.75 


$750,000 


$9,000,000 


5% 


Sep 93 


Round 4 


5,000,000 


1.00 


$5,000,000 


$17,000,000 


23% 


Sep 94 


Public 


3,000,000 


1Z00 


$36,000,000 


$240,000,000 


14% 




Employees 

(11) 


*,w'0.000 


.10 


$200,000 




9% 




Totals: 


22,000,000 




$43,040,000 




100% 



8 TTie company valuation at IPO i» conservatively baaed on current AOL market multiples. 
Increases in company valuation prior to IPO are based on achieving specific milestones as listed m 
W . Financial Projections under Funds Requirtd & Their Uses. 

9 If the company docs not pursue its second or third phase business opportumtoes. 1 ater round 
financing will not be required thus resulting in potentially less dilution and a larger ROI for earber 

10 The cwn^ is curtenay in diacussions with several strategic industry partnora. It io anticipated 
that Subsequent finandng will come from these sources. 

11 These shares of common stock will be dispersed to employees prior to IPO. 
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Physicians' Online: 5 Year Plan 



To empower physicians vAth the tocb essential to aivance the quality and 
control the cost of health care through informed dedsion-maJdng. 



Phase I 



Phase II 



Phase III 



Medica l Knowledge Mar 

Physicians' OnTme 



500.000 physidans 
10,000 phaimaoeutical execs 



Pharmacists' I 
Phaim Reps' 0n&)6 
Fcnmdaries Online 

ICareOrtSne 

300.000 physician offices 
100,000 pharmacies 
50,000 dnw reps 
PreacriplionFulftlbnem 



National Hea&h Card Network 



250 million patients 
10^ hospitals 
ottwf health care partkipants 



fttCost-Conteinment 



Clinical Databases 
Oecision^pport Toots 
News & Financial Services 
Special IrrterestFoiums 
^er areas ol idenlified need 



Home Care 

Managed Care 

Fwnulanes 

Phannacy Network 

■EbctrorMc Detafmcf 4 Rep Support 



Oidpatienl Laboraloiy Transactions 
Pa^ Health Maknaianoe 



Bstrudur^i^'d 



Pharmaceutical Advenissig 
PharmaceUlical Mioomaiketing 
Information 

)&UsaqeFeB5 
*Ue(fical Info Vending Machines- 
Sophisticated MO Targeting fAd 
Wtzard'/'SmartAds') 
trtstalied Temtinals. PDAs, & PCs 
Computer-Sophisticafled Members 
Medical Soo^ Support 
Pharmaceutical Industry Support 
Third^arty Office Systems Support 
Phannaceulical Execuirves' Online 
User-Friendly Interlace 
Proprietaiy TexS-ReArieval Software 
ProprietanffeYchometii^ 
Medical & Professional Societies 
Phannaceulical Comparves 
Pharmaceutical Mart(6ting Cos 
Prescription Data Markeling 
Comparues(IMS/MM(yPMS) 
Thirdfarty Content Providers (NLM/ 
CamdatfUSP) 

Medical Office System Companies 
Technotegy Partners (CompuSenrtf 
Sybase/ Conquest/ Coconut/ AppW 

Sun/HWCutia) 

Systems tmegration of eiisting 
hardware & software technology 
Packet DalaNetworit technology 
Simple Te^ci Retrieval Sohware 

r Content Devek?: 
1S0.000 physician members 
5,000 hosp^ members 
5.000 hospital-based terminals 
5,000 PDAs in Physician Offices 
150.000 additional Pa software 
Installations 



Prescription Processing 
Micromarketinglnlonnation 
MentoslKp& Usage Fees 

-Smart Decfronic Prescription" 
Pads- (PDAs) 

Installed Terminals. PDAs. & PCs 
Automated Prescriber Assistawe 
Programs 

Proprietary managed caia 
appfcations 

National Electronic Fbnnularies 
Proprietary Preserver ProSSng 
Patient PrescriplionProfBes 
Proprietary Psychometric MarliBttng 

Data 

Prescription FuHhtertl Companies 
(Medocy McKesson) 
Phannades/Ph^macist Soctelies 
Managed Care Organizations 
HMOs/PPOs/IPAs 
Hospial Chains 
Hospital Formularies 
Corp Employee Benefils Programs 
Medical Office System Companies 
Techrk)logy Partners (AT&T/ Apple/ 
EO^ General MagitfMrtorola/Hr 

•Personal '>*"l Assistants' (PDAs) 
Datanstwoi... ' nokigy 
Proprietary PDA appTcatos 
devekipmertt 

Personal Info Management {P \l 
300.000 physician menibers 
10.000 hospital merrtbers 
20.000 hospital-based temunals 
100,000 PDAs in Phy»cian Of6oes 
10.000 mobae PDAs 
500.000 addition^ pa software 
installations 



• Micromaritfltingtrtfonnation 

• Merribersh^a Usage Fee s 

• '^NationalKeslthCwd" 

• Inslaltedtee of Averse POS/PON 
entryfoints Erildng integralindustry 
participants 

• Electronic Patient Transactions 
Nshworit 

• Third-Party OffKe Systems Support 

• Hospial Systems Support 

• Ovular Comtnunicadions fink to 
Physkaans 



Corp Employee Benefils Programs 
Privale Health Insurance Caniers 
BC/BSn^tecficad/Metore 
Oul-P^lJibs(MetPaih/ 
B»Science/SKF/NKL) 
Ou^tient Testirig Company 
Instalment Credit Orgartizalions 
Electronic Claims Processing & 
Ctomg Houses (NE)C/Q)S) 
Medk:al Office & Hospital Systems 

Comp 

Systems Integrate 
Proprietary patent administradon & 
oosl<ontainmer^ applications 

developmeitl 
Cellular data network te 
500.000 physician members 
10.000 hospital members 
50.000 hospttal-based tenninab 
300,000 PDAs in Physician Offices 
400,000 mobile PDAs 
600.000 additk»nal pa softwse 
instaltatkins 



The Physician Need 

Medical practice has always been infonnation intensive. However, the explosive growth of 
medical knowledge has become a two^ed sword. While it provides physicians «a& the 
knowledge to guide their decision-making, it has become mcreasmglydifficult to gam araess 
to this unwieldy, disorganized mass of rapidly growing infonnaUon. The sb-^pr volume oT 
medical information today has far outstripped the capacity of tradiUonal me^. -s, such as 
medical Ubraries. textbooks, and journals, to meet the growing needs of toda/s physician. 

Powerful computerized medical information tools have been developed to meet these needs. 
However, ftindamental economic factors in health-carehave inhibited thor widespread use. 
The infonnation products exist..the means of payment does not Unlike Uie lepl profession, 
the medical profession can not pass on tf» cost of Infofmatlon seivices to the health-care 
consumer due to the fixed reimbursement system. Computer systems that don t (hrecUy 
contribute to the bottom-line, are hard to justify for cash-strapped institutions and 
physicians who arc facing a squeeze between falling reimbursements and nsmg costs. 



PHysicians'Online lI-TheConc^ , 6 

The result: 

(1) B pregresslve deterioration of physician expertise, and 

(2) prolonged practice adoptbn delays d significant clinical advances. 

Both trends are adversely effecting the quality of patient care. 



The Pharmaceutical Industry Need 



In 1991 $63 bilUen of prescripUons were written by less than half a milhon phyacians - over 
$1M 000 per physW^^^ Over $7 billion per year is spent by the pharmaceutical mdustry on 
S Wd markeUng - over $16,000 per physician. In 196 . there were 656 drugs avail Ale 
S prSption in the US - today there are over 8.000. This has created a marketing dm. 
Z JpTeuIoracf products are Vying for the limited attention of busy medical professionala. 

Increasing competHlon. falling profit margins, and hcreasinB "?!jJS;!,!!f?.^^ 
n«^r ^iom^eful r;«rtet segnmntatlonandtargettag o1 pharmaceul«il ^^1^"^^^^ 
Sophisticated pharmaceuUcal markeUng support tools based on P^'>^^J^''f^^^^J, 
nrLcribine behavior of any targeted market segment down to the individual physician. With 
fllTp^BSJol^rJW W designed to re«:h physicians, pharmaceuticai company, 
increasingly use those that target their markets more selecUvely. 



The Opportunity 



To meet the infonnaUon needs of physicians by providing them with powerfiil electronic 
information tools that are user-friendly and rwdily-accessible on » "ab^inal «»P?J' 
network while simultaneously providing the pharmaceutical radustiy with powerful new 
micTomarketing tools including online advertising and psychometnc data. 

The opportunity exists because - 

The value of adveitislng to physicians exceeds the cost of provWing them with 
computerized online inlormation. 



Physicians' Online 

Physidan^ Online is a personal online medical information & communicaUons 
service for member physicians. Any mediad professional who «n l««jj'y 
prescripUons qualifies for membership. Physkians' Onhne is available freeH)f. 
diaige U any member who elects to accept the online advertising features. 
Otherwise, it is available at compeUtive online rates without advertising. 
PAysicions'OnZine provides physicians with valuable medical informaUon & 
communicaUons services, on demand, at point-of-need. while simultaneously 
providing powerful marketing tools for the pharmaceuUcal industry. 
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Physicians' Online: The •Wn-Wn" SUategy 



Physicians' On//ne Is poshioned to slmuHaneousiy meet the needs of multiple markets - 



Physicians are provided with personaliied online medical mfomatjion & 
communications services on demand, at point-of-need, and free^-charge. All 
the information products are high-quality, readily-accessMe, eagy-to-use, and 
frce-of-charge. Online product messages are personalized to the needs of the 
individual physidan. 

Pharmaceutical companka are provided with a powerful, sophisticated, 
cost-effective, precisely-torgetable, fully-accountable, non-coercive, nsk-free, 
"Pay-per-View* advertising medium and a significant opportunity to generate 
goodwill 

Pharmaceutical markaUn^ Industry is provided with a new medium capable 
of precise physician targetingbased on demographics as well as prescnbing 
practices and a new source of proprietaiy psychometric data to enhance their 
micromarketing tools. 

Medical Information Industry is provided with a high-volume platform to 
profitably distribute their products and services to physicians. 

Medical Socletlaa are provided with their own online Medical Society 
Forums and other benefits for their membership - free-of-charge. 

Medical center llbrariaa are provided a source of MEDLINE and other 
information products and services - firee-of-charge. 



PhyBhlmti9* OnUnm Posltlonln0 




Our Online Information Products ft Services 

To attract physician use, Physicians' Online has assembled the finest collection of online 
inforaatJon products available from leading third-party medical information providers. Our 
core products target three key areas of identified information need - 

• medical literature (MEDUNE)> 

• medical diagnosis (OMR), and 

• drug information (USP Drug Into). 

Unlike previous efforts to establish new advertiser-supported media, Physicians' Online does 
not have to "create a market" for new products and services. Physicians' OnUne delivers a 
well-known information product (MEDLINE) for free which physicians currently use more 
than 7 million hours per year (at fees ranging up to $4S/hr). 

Although "FREE MEDLINE* is the single most persuasive reason for physi'^lans to switch to 
Physicians' Online, QMK ■ ;.:edical diagnostic decision-support tool) and USP Drug Info (a 
comprehensive drug information resource) add significant clinical utility to our introductory 
offering. They cost relatively little to implement and they position Physicians* Online as a 
comprehensive "one-stop shopping^ information resource for physicians. . Although the 
demand for information products other than MEDLINE is currently small, we anticipate 
rapid growth in other online information products Sc services as physicians become more 
familiar with our system and routine Physicians' Online use becomes the de facto "Standard 
of Care." 

Another significant incentive for physicians to use Physicians' Online regularly is that it 
keeps track of the online time spent on education activities. So, Physicians' Online becomes a 
significant source of Continuing Medical Education (CME) credit for active members. (CME 
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credits are required for maintaining hospital admitting privileges, professional licensing, 
specialty certification, etc) 

The design of each module maximizes ease^f-use and relevance todinical practice. Casual, 
as well as sophisticated, users quickly master the system using plain English commands. No 
steep learning curves or Byzantine commands to remember. 




All online products and services are free-of-charge to member physicians who accept the 
online advertising option. If the advertising features are turned off, online products and 
services are competitively priced on a -Pay-as-You-Go" or "Fixed-Fee-for-Unlimited-Use* 
basis. 



Comprehensive online communication services include - 

• electronic mail, 

• bulletin boards, 

• special interest forums, 

• special society boards, 

• "live" conference rooms, 

• libraries, 

• paper specific commetvis boards, 
» journal clubs, 

• Journal specific f onims, 
» electronic publicBtions, 

• personal clipping sen^lces, 

• document delivery senrlces, 

• news & financial sendees, 

• pharmaceutical customer support boards, 

• member/alert features, 

• FAX capabilities, 

• software libraries, 

• online customer support, and 

• online documentation & help. 



Physicians' Online 
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Our Network 

Our strategy maximizes physician use of electronic information resources hy making diem 
widely available, easy-to-use. and free-of-charge. By using a national data network with 
local access numbers, Phyaiciana' Online can be accessed from any computer equipped with a 
modem using standard communicaUons software or our own dedicated software. 




Our Coffuminications Software 

Our software provides addiUonal functionality and is distributed free-of-charge to all 
members. It has an easy-to-use. menu-driven. -Qraphical-User-Inteiface" (GW and is 
compatible with all major computer operating systems - including DOS, Wmdows, 
Macintosh, and UNIX. It supports black & white and color graphics and provides mouse, as 
well as keyboard, control 
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Our On-Site Terminals 

Most clinical questions do not arise at a time or location convenient to computer access. The 
practice of medicine keeps physicians moving between offices, clinics, and various hospital 
locations throughout a typical day. This is why physicians require pagers to be reached. 
This is also why desk-bound computers haven't helped physicians with their daily work - 
physicians don't work at their own desks! A physician's ofiBce computer is usually being used 
by staff for office management tasks. In the hospital, computers, when available, are 
dedicated to specific administrative tasks. The hospital library is often closed or not 
conveniently located and usually has only limited, if any, computerized information 
resources. And even ifthe physician has a home computer equipped with modem, 
communications software, and an online search account, the physician is often too tired and 
the question is no longer as pressing as it was during the day when the information was 
needed for clinical decision-making. No wonder lesa than 30% of the clinical questions that arise 
during patient care are ever answered. 



Mpl^lr5>1 Tiifnmii»»inn V^nAmtr Mflchinflfl & Membftrshin tGosta 

To increase physician use, PAysurio/is' Online will distribute dedicated terminab to hi|^ 
vohime sites - such as emergency rooms, medical libraries, physician lounges, clinics, group 
nractices. By facilHating access, Bt points-need, these workstotlons function as -medical 
information vending machines" and "membership Iciosks" - satisfying Information appetites at 
strategic locations throughout the health<are environment and automatically recruiting new 
membership. Even physicians wfthout personal computer systems can routinely access our system 
using these on-site terminals. 
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For example: 



A phydcian's daily routine can include a stop by the hoBpital-based tenrtinal - to get a few 
cUnical questionB answered on a problematic case, chefck the medical literature on a topic 
of interest, order a r i»rint, check hie perBonal clipping eerriee for new ebBtracta, check s 
patient's lrf)orBtory results, register for a conference, renew a medical society membership, 
check the latest travel immunixation recommendations* piA up electronic mail, check out 
information on a new antibiotic, order drug samples, etc. 

The 5,000 miyor US hospitals offer a total inatalled-base potential of over 20,000 terminals. 
In addition to direct distribution of terminals by Physicians' Online, pharmaceutical 
sponsors, using their hospital-based sales forces, have an opportunity to donate terminals 
(customized with their own marketing messages) to their client sites. A large mstolled-base 
of on-site terminals generates goodwill for pharmaceutical sponsors, creates a "strategic 
omnipresence,' increases physician membership & total online demand, acts as a barrier to 
competition by gaining early control of the "Physician Desktop," and serves as entry points 
into our emerging health-oire commiinications environment 
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Our Membership 

Any medical professional who can legally write prescriptions qualifies for nrtembership, including - 

• physiclens, 

• physician assistants, 

• physlclans-in4raining, 

• osteopathSt 

• podiatrists, 

• oral surgeons, and 

• dentists. 

Members have an opportunity to use any information product on our system, entirely freenof- 
charge, by allowing online advertising to be shown. These ads are not intrusive or disruptive 
since they are restricted to the bottom L/8 of the screen and change only four times per 
minute. Members can engage in online activities without any interruption from the 
advertising which is shown simultaneously. 

Physicians can access Physidans' Online from any computer equipped with a modem and 
communications software or from any on-site terminal or personaJ computer equipped wi(h 
our dedicated software. Physicians can order our free dedicated conmiunications software 
package and low-cost modems directly from Physicians' Online using our 800 Membership 
Support Une or anytime they are online. 

To become a member, physicians fill out an online membership questionnaire the first time 
they use the system. After completing the questionnaire, a unique membership number 
(their sodal security number) and a password are assigned to eadi physician. From then on, 
members merely type in their number and password and they have full access to the system. 

Since each physician has his own membership number and data file, and each terminal has Its own 
identifier number, the system always knows who Is using the system, where he is, and what he is 
using the system for. This provides a unique opportunity for pharmaceutical advertisers to precisely 
target online advertising snd collect psychometric marketing data Member activity data also 
provides Physicians* Online with continuous feedback to constantly monitor and refine our 
ongoing marketing and product development efforts. 



Onr ■Mt^rnhgrshin" Growth Strategy 

Current MEDLINE users are a secure initial membership-base to grow from. As computer- 
sophisticated physicians, MEDLINE users are more likely to use other new information 
products & services. 'They are also "early adopters" of other new technologies and 
pharmaceuticals, and. as 'Medical Opinion Leaders", they are influential with other 
physicians. MEDLINE users are usually internists, family practitioners, general 
practitioners, and cardiologists, which are the highest prescribing physician specialties. 

^^\v^icians' Online is dedicated to maintaining a qualify medical information service with 
responsive membership support services. As our company name » Physicians' Online - 
implies, we want our members to feel they are "membersT of an online information "service* 
that is really "theirs" and not just another "customer" of a medical information "company^. 

As we successfully convey this image to our initial membership and carefully nurture our 
member relations with quality products and support, our members will be our most potent 
marketing weapon - recruiting new membership, leveraging cur marketing into new clinical 
sites, and securing our market-share against future competitioa 

Ultimately, our success rests on the physicians' recognition that Physicians' Online is a quality 
information service that nnatntains the integrity of hs infomtation products and clearly separates the 
needs of physicians from the demands of pharmaceutteal advertisers. Promotional information must 
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be ctearJy distinguished from all other informatton products. Information products can not be 
contandnated, in any way, by promotional material. 

As a result - 

• No cxclusWe covenants will be ghren to any pharmaceutical company that would 
compromise the Integrity of our Information products and our credibilHy to physicians. 

• No exclusive advertising rights will be granted since this would create an opportunity for 
potential online competitors. 

In summary, our basic strategy is to make physicians feel like "members* not -customers" and then 
to turn our "nrwmbers** into -evangellrts." 

This b a powerful inarketinB strategy, and Jot the physician market placc^ 
only strategy that can work. Physicians are a very fraternal order and expect to "belong. 
They are "members* of their medical profession, their subspecialty, their hospital attending 
staff, their medical society, their group practice, their medical school, their subspeaalty. etc 
Physicians will expect to be members ot Physicians' Online - We can't disappomt them. 



Thp nhftllPTigP nf Rnp>iiaHrflfrpH Usera 

The most important influence on physician behavior is "word of mouth " Physicians do very 
little without first consulting their colleagues, even informally. Nowhere is this more true 
than with computer technology. Physicians do not generally feel comfortable with 
computers. So. most physicians are keenly aware of which colleagues use computers and rely 
heavily on their "technical" advice. Before making any purchase, physicians generally 
consult these "computer saw/* colleagues first 

Computer-sophisticated physicians are the easiest group to get to use our system since they 
are always looking for new uses for their computers. And since these physicians tend to do 
MEDLINE literature searches themselves, they realize immediate savings hy switching to 
Physicians' Online. 

Although they are the "easiest-to-get-to-use" our system, they are also the *^ardest-to-please' 
since they have an instant basis of comparison with the systems they are currently using. 
They will immediately run head-to-head comparison literature searches before making the 
switch. Therefore, we need the most sophisticated online system possible, right from the start, 
since our inhial users are the most sophisticated physlciana. 

Since computer-sawy physicians are those most likely to use our system initially and they 
are also influential with the rest of the physician market, it is critical to the success of 
Physicians' Online to win their support early on. By winning their support, we have won the 
soundest membership base for growth and a bullet-proof barrier to any future competition. 

This creates a potential risk during our launch phase. If we make any faW j claims, our users 
will know immedititely. . thing short of the highest quality online system wjII disappomt 
and ultimately hurt us. We know that no system is perfect All systems evolve over time. 
There are "bugs" and other performance problems that need to be fixed. How do we suspend 
their criticism and, better yet. get them to help us improve our system? The Beta-Test Phase 
Membership Recruitment Program, 
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Pf>»^-Tpftt. Phftae Membership RAmiitmftnt Program 

By recruiting computer-sophisticated physician users for our beta-testing phase, we 
accomplish several key objectives - 

• Convert the ''hardest'to-please" physicians into *co-developer8" of our system. 

• Temper any initial criticism by calling our initial system a i)eta-test version" and 
thereby allow us to work-out any initial bugs with an understanding group of 
sophisticated users. 

• Make these ''Beta-Testers' feel special and highly valued. Make them feel that their 
feed-back has a positive influence on the development of Physicians' Online, Eg., 
"Participate in the development of the most revolutionary advance in physician 
communications since the advent of the personal pager - Physicians* Online' 

• Obtain valuable last minute user-feedback for fine tuning our system before its 
"official* launch date. 

• Leverage our future marketing by "seeding^ the medical community with active ' 
computer-sophisticated members who form our initial membership-base and act as 
membership recruiters, clinical site administrators, and informal on-site technical 
support 

• Set a tone ofclose cooperation with our early membership. Developing a friendly 
and responsive membership / tedmical support service is the key step to win 
physicians' long-term loyalty and helps convert our members into Physicians* Online 
"Evangelists*. 

A prolonged beta-test phase allows us to get up to speed without becoming overwhelmed with 
the sudden increase in system utilization a "launch date" would create. 

Although it will appear that only a limited number of beta-testers will be granted online 
privileges at this stage; in fact» there is no such limit We will expand this program to 
rapidly capture most computer-sophisticated physicians. 
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Online Advertising 

Physicians' Online provides member physicians with an optional **advertising shelf through 
which any third-party information product or communications service can be simultaneously 
distributed to them free-of-charge. Members are never interrupted by online advertising 
since It is restricted to the bottom 1/8 of the screen and changes only four times per minute. 




As a -Pay-per-View" advertising medium, wc are motivated to increase physician denwnd by making 
our system more useful and responsive to our members needs. In addition, third-par^ 
information providers are motivated to keep their online products useful to physicians smce 
they are paid fees based on actual use. 

In other words, "Pay-pcr-Vicw" advertising enables PhysidanB* Online to remain responsive to ttte 
needs of physicians since the more physicians use our system, the more money we make. . 



Studies show that « 

The heaviest MEOUNE users are Internists (IM), Family Practittenersti C^eneral 
PrBCtitioncrs(GP), and Cardiologists. These physicians are also the heaviest 
prescribcrs - writing over half the US prescriptions In 1991. 

• Physicians who regularly use computers are "early adopters" of new products. 

• MEDLINE users are "Medical Opinion Leaders' and influential with their peers. 

• 70% of MEOUNE searches ore run by physicians themselves - another 2$% am 
run for physicians by search intermediaries such as medical librarians, other 
physicians, n»edical students, etc. . ,„ , , ^«r«w 

• When using computerized Informaiion products in general, physicians spend 90% 
of their time using clink:al informatbn databases - 

-65% MEOUNE 

- 30% dnjg information 

• 60% of MEDLINE searches Invoke patient care. 

• 50% of MEDLINE searches concern therapy. i \ . ' ' r • r> r- » - 
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So, Physicians' Online advertising Is displayed to influential, receptive, and high-prescribing . 
physicians, staring at a computer screen, actively seeliing therapeutic information - ttie most 
effective time to suggest a new treatment or remind them of an old treatmem! 



T tpncfftrmmg ArivftrtiaiT^tr intn Information- MnfeflprM TflmtinP^. & "Smart" Adfl 

Online advertising can be targeted by any demographic characteristic down to the specific 
physician. Messages are targeted not only through "static demographic links" but also 
through dynamic and intelligent "context-sensitive links" and "prcscribing-practices links * 

For example, 

a cardiologist sees heart drug ads (static links) and if he is doing a literature search 
on depression, antidepressant drug ads (context-sensitive links) are also displayed. 

When prescriber-level prescription data is linked to our membership profile data, Physicians' 
Online can also target advertising by prescribing behavior. Phy^ians' Online is the first 
medium to unleash the power of direct prescriberlevet targeting. 

Addhlonally, online advertising is linked to fuU dnig disclosure information, Inchidlng FDA required 
product information, USP drug information, retevant medical Htcralure, and pharmaceutical detailmg 
& fulfillment services. Ads cm be reviewed and their links explored at any time. After reviewing eds» 
online activities are resumed right where the user leh off. 




Physicians see only relevant advertising, and pharmaccutica! companies are only charged H their 
ads are actually viewed. Thus, Physicians* Online provides the pharmaceutical industry with a 
cost-effective, fully-accountable, non-coercive, risk-free, "Pay-per-View" medium that targets 
market segments down to specific prescribers, while simultaneously providing physicians 
with useful clinical information on demand, at point-of-necd, and firee-of-charge. The 
advertisements themselves become an additional source of usehil information for physicians, since 
the advertising now relates to their individual practice needs and Is not just another irrelevant 
distraction to endure. 
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Rt,nti.pir RiimifiBaneft nf ■Qntionnr AdvftrtisillR 

Members are not required to view ads.and can tum them oft at ar>y time. However, without the 
advertising option turned on, they assume the fiill cost of the information services provided. 
Also, non-prescription writing professionals, inatittttions, and the public-at-large naay use the 
system at any time, without advertiser support, at rates competitive with other online 
information services. 

Making online advertising "optionaT is a subtle but strategically critical step to win the 
Eeneral acceptance of the medical profession. Physicians resent and resist using any product or 
service that lenulres them to view advertisinfl. (Physician resistance to coerove advertumg 
methods has been well-demonstrated by the failure of P\ysicip» Computer NetwoHi to 
achieve any significant marketrshare.) Making online advertising opUonal shifts the decision 
and responsibility to the individual physician. In other words, if pnlme advertising is 
mandatory, physicians want to tum it off. If you make ft optional, physiaaia will tend to 
leave it on. The availability of PAysicions' Online without advertising also allows physiaana 
to "save face." 

Also "OptionaP advertising allows medical societies to endorse Phyaldana' OnlineviiaMa 
implying any endorsement for online adverllshig. The choice to view advertising b left to the 
individual physician. 
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Our Technology 

I^EDLTNE Search Interface 

Physicians' Onlvie has made "Search Interface Design" a strategic priority since the vast 
msgority of physicians are not computer-sophisticated. Even experienced physician-users can 
be mislead by their own literature searches. Studies show that with the current generation 
of MEDLINE search systems, search quality relates to the degree of user-experience with the 
given retrieval system - with trained medical librarians consistently out-performing even 
the most experienced physicians. It is this "user-dependent search quaH^ thattext- . 
. retrieval systems must address first, before physicians can reliably relinquish their 
dependence on MEDLINE search intermediaries such as medical librarians. 

By using the most advanced text-retrieval technology avaiUbre, our simpla English MEDLINE search 
interface enables even novices to perform better searches than most **text-r0trieval experts" can 
using other systems. Physicians' Online is co-developing the most sophisticated, yet easy-to- 
use, online MEDUNE search interface available, under an exclusive agreement with 
ConQuest Software Technologies, Inc., a leader in advanced text-retrieval soRware, using 
their patent-pending text-retrieval technology. By integrating well-demonstrated advances 
in Natural Language Processing (NLP) and Concept Indexing (CI), Physicians' Online has 
the most powerful, yet easy to master, search interface available. 

This technology allows both novice and sophisticated physician-users te query MEDLINE, 
and other online databases, using standard English sentences instead of having to construct 
complex Boolean search strategies required by other search systems. AH a physician has to 
do is type a question in plain English. The sentence is analyzed for its key concepts, a search 
strategy is constructed, and then all the relevant abstracts are retrieved from the database. 
The retrieved abstracts are then ranked in terms of relevance to the initial query. This 
process results in the most relevant and complete literature search possible with little 
variability in search quality between experienced and inexperienced users. 

For physicians who feel more comfortable doing literature searching "the old-fashioned way " 
standard Boolean search methods are also fully supported. 



rflmmimications Software 

Physicians' Online has taken the best features of existing online systems and combined them 
into a comprehensive online system which is easy-to-use, menu-driven, and can be accessed 
by any computer using standard communications software or our dedicated software 
package. Our online system software is being developed by Sybase, Inc. and Coconut 
Computing, Inc. (developers of the leading graphical online Bulletin Board System (BBS) - 
COCONET). 



PpntTHl Cflmnuter System Design 

The compan/s computer system exploits the latest advances in SQL Client^erver 
technology on a distributed UNIX-based workstation network. Software enhancements and 
new product modules are developed and implemented incrementally. As the demand for 
online services grows, computer hardware is added incrementolly to increase capacity and 
preserve system performance . 

By using these state-of-the-art technologies. Physicians' Online has the most advanced yet 
easy-to-use online text retrieval system and communications network. Physicians' Online 
delivers information more cost-effectively and with higher performance and quality than any 
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other existing online service which relies on older mainframe-based technology, awkward 
and time-consuming Boolean search methods, and clumsy user interfaces. 



System Softwarv: Modular Design Philosophy 

System software requirements are sorted into functional modules which are designed to 
integrate seamlessly on a UNIX platform. Modular demgn allows for rapid and incremental 
implementation of system features and information products by various independent 
development teams and vendors. 
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Phase II Technology; 



Personal Digital Assistants as "Smart Electronic Prescription Pads'* 



To increase points-of*entry into our integrated electronic information and communications 
environment and to maintain control of the physicians' 'Dlectronic Desktop * Physicians' 
Online will rely on an emerging new class of electronic devices known as "Personal Digital 
Assistants" (PDAs). PDAs are small^ handheld electronic devices that intelligently assist 
users in capturing, retrieving, organizing, and communicating Infonnation and ideas - 
exactly how physicians spend most of their Ume. These devices will enable Physicians' 
Online to expand physician demand for our online services through convenient mobile access 
and to facilitate the implementation of our Phase II Prescription Management System. 




Made possible through the convergence of numerous digital and telecommunications 
technologies and the ability to miniaturize electronic devices, first generation PDAs, such as 
Apple's Newton, are positioned as Iow*cost pocketrsized electronic notebooks equipped with 
unique user-interfaces. Personal Information Management (PIM) software, and bniiltrin 
access to both telephone and cellular data networks. Using pen-based operating systems, 
PDAs can understand handwritten commands and can be used for freeform notetaking, 
drawing, calculating, scheduling, list making, and commxinicating. Built-in telephone and 
cellular communications provide easy mobile access to online information and 
communications servicies and allow remote sending and receiving of faxes and other 
electronic documents. 
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Physiaan^Onane 

Although the fiiture of PDAs lies in true "wireless" eoaouiucations, cellular data n«^»^^^^ 
techSXy, st«»dards. and infrastructure are not yet adequate to support a naUonal health 
«re iSaUon and ^.nununications network. In the meantime using stanjrf tele J^^^ 
date network technology. Physician' Online will introduce specially configured PDi^ to be 
SKed nJS) physiciS' telephones. These PDAs act as PhysUians' Online terminals and 
"Smart Blertronic Prescription Pads.* 

R„ <».mlp«i1v intenatine all the information relevant to making informed therapeutic 
dL^SSSI^Et fom^^^^ lists, drugirfornujion. and potential dmg 
fn^SnS^theSwintrof-sale; our "Smart Electronic PreK^ . 
SSfiSSreS^m aa^^^^^ prescription^ 
Sg. SaddST^d fulfillment process to fadlitote cosUffecUve therapei^c toon- 
SSfr ^ fuSeatured communication terminaU. our PDA can access all of our other 
online information products and services as well 

iwns PDAs. Phtsidans' Online will revoltttionite medical practice by offering up-to-date 
SSrSiS^tiJ^JdliAerretwork services to physicians »f ^^'^^..'^i^^^S^Sl 
Dk„..wri.»^L<i i« welUositioned to market these devices to the me6cal profession. The 
SSSxS of JxkSt wmjS." are merely toys for gadget-minded physidans who 
SimSSdrSedding and phone books. But with a remote communications hnk 
1^ dS/««' PD^ have universal appeal as complete clinical worksteUons. As 
to '*'>3«'f'°"f .<f,i^^^ the use of medical pager systems. When 

S^fiSl^WiSS teols will become a"Stendard of C«re- and a powerful membership 

incentive. 



The Key to Failure 



Previous efforts to develop pharmaceutical-supported electronic information networks for 
physicians (e.g., Fisher-Stevens* PWiCOlA, Physician Computer Network (PCN), and the 
soon-to-he-unveiled Whittle Communications' Medical News Network (MNN)) all appear to 
suffer from their lack of insight into the unique information needs of physicians. While these 
efforts have excelled at raising pharmaceutical advertising commitments, they have failed to 
win any significant physician following. Their exii^nce is based on the acute marketing 
ue-^]s of the pharmaceutical industry rather than any solid information product design or 
implementation program. 

This is hardly surprising, since these services were all conceived by advertising & marketing 
executives, not by physicians. Their founders were well-positioned to recognize and satisfy 
true pharmaceutical marketing needs, but not to recognize and satisfy true physician needs. 
The unique needs of physicians appear to have token a back seat to the needs of pharmaceutical 
companies* A successful advertising vehicle needs an audience, not just adverttsers. Thia 
disregard for the physician has lead them to a costly strategy of "creating a market* for products & 
senricea that serve non-existent physician needs. 
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The Key to Success 

Physicians* Onflneis a powerful and sophisticated information & communications service designed 
bYphvskians fer phyaiciana. 

Physicians' Online was founded by a physician who established a hospital-based electronic 
medical information center and observed first-hand how physicians actually use electronic 
information resources in the clinical setting. Real information needs of physicians were 
identified and served by providing convenient in-hospital access to hi^^-quality information 
products. 

The three types of information products used most by physicians are - 

(1) nodical literature databases, 

(2) diagnoatic decision-aupport programs, and 

(3) drug Informaition databases. 

Five key barriers limiting computerized information use by physicians are - 

• high cost, 

• lack of convenient access, 

• steep learning curve, 

• lack of physician awareness, and 

• lack of physician time. 

Physicians* Online addresses these barriers by - making the service entirely free-of*charge; 
improving access through strategic placement of on-site terminals; making Physicians' 
Online easy-to-use with a menu-driven Graphical-User-Interface and simple English search 
commands; increasing physician-awareness through publicity, advertising, on-site terminals, 
pharmaceutical company co-marketing, and medical society sponsorship; and decreasing the 
time required to use these resounes by increasing their performance and making their 
access conveniently available at points-of-need in the clinical environment 

Strategies to Overcome Utilisation Barrlere 



Barrier 


Strategy | 


Prk» 


♦ FREE 


Convenient Access 


• "Information Vending Machines" 

• Communications Software /Hardware 


Ease of Use 


• User^Frlendly Menu-Driven GUI 

• Simple English Search Interfaco 

• Customer Support 


Physician Awareness 


« Publicity 

• Medical Society Sponsorship 

• Member Evangelism 

• Advertising 

• Telemarketing 

• Direct Malt 

• Co-nuirfceling 


Physician Time 


» Maximize Utility 

• Maximize Convenience 

t Personal CME Credit log 

• Become the "Standard of Care" 
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(X ffy fl yftll-lmowti TrtformatiQTi PrnAnc * uH».h EstablislipH Phvskifln Ppmand - MEDLINE 

Unlike previous efforts. Physicians' OnUne does not have to "create a market" for new 
products and services. Physicians' Online starts by delivering a well-known information 
product (MEDLINE) to physicians, frce-of-charge, using standard online information service 
technology. It is so well-known to physicians that "MEDUNE Search" is synonymous with 
•'Literature Search," MEDLINE is the electronic information product used most by 
physicians today. 

We dont have to -create our markcl* - h already exists. Currently, physicians use 
MEDLINE about 3,000,000 hours per year. 

Our physician-orienud market strategy centers on capturing an important -share of this 
existing physician demand as well as significantly expanding total demand through our 
•Strategies to Overcome Utilization Barriers," as outlined above. By tapping into this large 
and esUblished physician demand for MEDLINE, Physicians' Online quickly builds 
suffident system demand and, therefore, online advertising revenue, to generate positive 
cash-now and establish Physicians' Online as a routine part of patient care. Having secured 
this stable IWEDLINE customer-base, we will build a comprehenshrc national medical Informallon & 
communications service by incrementally Introducing addhional products and aervfcea. 



The Risks 

Our implementation plan minimizes investor risk while maximizing the 
growth potential of Physicians' Online. 

Product devolopmont risk is minimized by using established technology from leading third- 
party software developers, information providers, and systems integrators. Modular 
software design enables independent development teams and vendors to rapidly design and 
implement system features and products. These modules are integrated incrementally on a 
reliable high-speed computer platform running UNDL Information products are licensed 
from thiid-party providers who are paid based on actual physician use. The information 
providers are responsible for maintaining their own online products. 

Physician markettng risk is minimized by initially targeting the MEDLINE market By 
offering the best version of MEDLINE, free-of-charge (while other services charge $18 to $45 
per hour), we not only capture the bulk of this market but significantly increase iU total 
demand by increasing both the number of users and individual usage. Wfth a current physfeian 
demand of about 3 million hours per year, positive cash-ftew Is achieved with only 15 - 20% marlcel- 
share lor this single product Publicity during the beta-testing stage further leverages our 
physician marketing eflForts. We win medical society sponsorship by recruiting these groups 
to serve on our Medical Sodety Advisory Board and by creating society-specific forums on 
Physicians' Online that are maintained free-of-charge. The American College of Physicians 
(ACP) {60»000 members), the American Academy of Family Physicians (AAFP) (70,000 
members), and the American College of Cardiology (ACC) (28,000 members) are our iniUal 
targets. These societies represent physician speoii*. V.^ with the highest prescribing rates - 
together, these physicians account for over half of all US prescription sales. 

Pharmacoutlcal markoting risk is minimized securing online advertising commitments 
before making the service available to physicians nationally. Fortunately, PAystcia/is' OnKne 
does not have to "create a market" for online pharmaceutical advertising either. Physician 
Computer Network and Medical News Network have already demonstrated such a market 
exists. We have identified potential allies who service the micromarketing needs of the 
pharmaceutical industry. Physicians' Ofdine provides a medium which naturally 
complements their micromarketing services by providing true physician-level targeting as 
well as a new source of prescriber-level psychometric data. During our product development 
phase, we are recruiting five pharmaceutical companies to serve on the Pharmaceutical 
Advisory Board. As initial sponsors, they gain substantial goodwill from the publicity^ ^ ^ 
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generated and are given special co-marketing opportunities such as putting their message on 
each terminal or software start-up screen and getting a time-limited exclusive n^t to 
distribute on-site terminals through their hospitel-based sales forces. They also have 
influence on our system development and a head start on the learning curve of a significant 
new marketing medium. 

CompetlUvt riak is minimized by keeping the development stage secret, launching an 
aggressive and pre-emptive 'first-strike" market strategy to gain early market-share (control 
of &e "Physician Desktop"), and retaining that market-share through our dedication to 
membership/customer service, our large installed-base of dedicated on-site terminals, and 
medical society sponsorship. Our launch strategy leverages our pre-emptive "First-Mover 
Advantege" over potential competitors. Control of the Thysidan Desktop" creates a 
significant barrier to potential competition. And, as a comprehensive national m^cal 
information & communications network dedicated to the needs of physiaans, readily 
accessible, easy-to-use, and free-of-charge. Physicians' OnUne presente a formidable bamer 
to potential competition. 



Our Competition 

The introduction of Physicians' Online has a significant impact on five distinct groups - 

I MEDLINE Providers. 

II Consumer Online Senices, 

III Medical OnDne Services, 

IV Pharmaceutical Marketing Media 

V Pharmaceutical MIcromariieting Industry 

Our future is largely dependent on how effectively we anticipate and pre-empt competitive 
responses and our ability to establish symbiotic relationships. 



I . MEDLINE Providers 

MEDLINE is an information product created and maintained by the National Library of 
Medicine (NLM), NLM's mission is to improve patient care by having MEDUNE widely 
used by physicians. Although access to MEDUNE is provided via NLM^s own network 
(MEDLARS) and dedicated communications software (Gratefiil MED), NLM also licenses 
MEDUNE to commerdal online networks, CD-ROM distributors, and private institution- 
based networks. 

The five major commercial online providers include - 

• Maxwell OnUne (BRS Information Technologies), 

• PaperChase (Beth Israel Hospitol), 

• Dialog/Knowledge Index (Knight-Ridder), 

• Media (Mead Date Central), and 

• USHealthLink. 

MEDLINE is also available from several CD-ROM distributors including - 

• Aries Systems, 

• SilverPlatter, 

• Dialog, 

• BRS, 

• Cambridge, 

• EBSCO, 

• and others. 
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QiTTPnt vs PotepHAl ^EP^-^ ^^^^^^ ^'^'^ 

Since the NLM is not authorized to release the breakdown figures of licensing fees paid by 
private information vendors, the total MEDUNE market size must be estimated. 

In 1991. NLM collected MEDLINE licenaing fwe for a total of 876,000 online hours 
from commercial networks. NLM*s own system provided an additional 324,000 hours 
of MEDLINE service, but since most physidans use Grateful Med software when they 
use the NLMs eystem (which reduces online 'connect* time to 1/4 of the total time 
spent doing a search), the NLM really provided over 1,000.000 hours of online 
MEDLINE. 3729 CD-ROMs were sold domestically in 1991. We estimate these CD- 
ROM syatema contribuUd at least another 500.000 hours of MEDLINE use. NLM also 
provides Mimited-UBe site licenses to a few InstitutionB, ao it is not possible to 
estimate their contribution to total MEDLINE demand. 

Since most MEDLINE searching is done either by physicians themselves (70%) or for 
physicians by librarians (25%), we know the total physician demand for MEDLINE in 1991 
was around 3,000,000 hours. Commercial online systems charge $18 to $45 per hour and 
CD-ROM systems cost from $700 to $3000 per year. So the total MEDLINE revenue 
collected in 1991 was somewhere between $35 and $45 million. 



MEDLINE Maifcet Size 





Current 


Potential 




50.000 


>500.000 




35,000 


>500.000 




70% 


100% 




3.000,000 


>10,000,000 



As discussed earlier, several factors limit the use of information resources by physicians 
including - cost, ease of use, accessibility, physician time, and physician awareness. These 
are the same barriers that limit MEDLINE use. The gradual erosion of these barriers has 
lead to a steady growth in MEDLINE use and physicians are doing more of their own 
literature searching. Medical schools and hospital training programs are now required by 
certifying boards and credentlallng.committees to make computerized literature searching available 
on-site. 



Physicians* Online 



IV ^ The Market Strategy I 27 



niTTf nt. ^'^^^ MEDLINE Use 

The NLM has issued 31,000 search accounts to physicians as of April, 1992. Growth rates in 
MEDLINE use can be estimated by examining the number of searches performed <>" 
system by year. Note the accelerating annual growth rate in MEDLINE use - ^^j}"^^ in 
1989 to 33% in 1991. This trend suggests that Physicians' Online w\\ tacilitale MEOUNE growth 
on top of a preexisting growth spurt 
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MEDUNE Searches by Yrar 

ff^LM system only) 
(% s annual growth) 



33% 




f .INK Mftrfcftt Segments 



Segnncnt 


Description 


^ MO 


%M0 1 




Physicians currently using MEDLINE 
themselves. 


50.000 


8% 




Physicians currently using MEOUNE search 
Intermediaries. 


50,000 


8% 




Physicians not using MEDLINE but have access 
to computers. 


150.000 


25% 




Remaining high-priority physicL' ns as Identified 
by the pharmaceutical Industry. 

• 


50.000 


6% 




Remaining physicians. 


300.000 


50% 



Each MEDLINE market segment differs in terms of its computer-sophistication, previous 
exposure to MEDLINE, and ability to use MEDLINE and other computerized mformation 
resources in medical practice. A different approach is needed to market to each segment 
These marketing issues, as well as other ways to segment our physician market, are 
addressed in detail in our Physician Marketing Plan. 
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In the consumer online services industry, total market size can be measured in terms of total 
online hours. However, total online hours are really created by the number of users and 
their individual usage rates. 

For online systems, there are basically three approaches to pricing - 

• Pay-as-You-GoCorFee^Per-Use), 

• Fixed*Fee-for-Unlimited-Use, and 

• Free wiUi Advertising Support 

"Pay-as-You-Go" is a constant disincentive to any user. The clock is constantly running up 
the fee. To minimize expense, individuals try to limit online time Vy careful planning before 
getting online or using programs that automate online activities through pre-processing 
(CompuServe's Navigator and NLM*s Grateful MED are two examples). This pricing method 
is a constant drag on a growing market 

"Fixed-Fee" strategies are designed to attract hig^i-volume users (markctrshare), not increase 
the total number of users. The fixed-fee pricing remains a barrier to casual users, but for 
established hi^-volume users, the savings are obvious. Users are now free to work onlme 
without the pressure of a running up a large bill. On one hand, total market size is increased 
in terms of increased total use. One the other hand, total revenues are depressed and the 
number of new users hasn't increased. 

"Free* strategies which link online service to other revenue sources such as advertising do 
the most to increase total market size 1^ both increaang the use per user and the number of 
users. All high-volume users start as casual users. Oiwe price is removed as a barrier, then the 
underlying utility of the service beoomea the major force limiting its uttlizartlon. 



Alternative Onlln* Pricing 9trat*gles 
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Clearly, there is enormous growth potential for MEDLINE use by physidans. As noted 
previously, the gradual erosion of several key barriers are contributing to the current growth. 
In the past, usage fees have been the migor factor limiting MEDLINE growth. As with other 
online systems, the same pricing issues apply to the MEDLINE market. While there is still 
tremendous growth opportunity in the MEDLINE market, both in terms of individual use 
and number of users, current MEDLINE providers are competing over existing high-volume 
users through price-cutting without increasing the number of causal users. So at a time 
when MEDLINE use is taking off, total MEDLINE revenues are actually falling. By offering 
MEDLINE for free, Physiciana' Ondne will capture most of the existing MEDUNE users as well as 
create an expanded maHcet by converting non-users into users. 
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Th» VnltiPrahilitv i>f Onlino MTjpT.TNK Providers 



Online MEDLINE Source Comparison 



ONLINE 

seAVicc 



SEARCH 
PERFORMANCE 



USER 
INTERFACE 



PRICE 



Speed Qu^lHy E;isc ol Hzc 




Physicians' I x„ 
OnllM ■ 

' mrnmm 



VALUE 



PsTlomi:Prtce 




Without pharmaceutical advertiser support or technical advantage, only a loss-leader 
coupling of MEDLINE to other online products or services can effectively compete with 
Physicians' OnUm, However, since MEDLINE is currently over 70% of the demand for these 
services, it is unlike^ that any other product or service could generate sufficient revenue to 
support this approach. 



Medical Online Services Comparison 
[ PRICE/VALUE ComiMirison ] 
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MEDLINE 
Source 



NO 

Start Up 
Fees 



NO 

Ejip<>nsWo 
Equipment 



NO 
Per Use 



NO 

SufascripUon 
Fees 



Current 
Automntic 
Upckitcs 




The CD-ROM MEDLINE marltet exists only because of the expense of online systems. CD- 
ROM systems require substantial initial hardware expense md ongoing expense for 
suteeription updates. However, these expenses are fixed and not related to usage so Aey 
oflS Se mit savings to high-volume MEDUNE users. Onhne ^rstems have lower steit-up 
^te ffld hSer per use fees, so online systems offer lower overall cost to low-volume users. 
cSSM«{^m8t^toyi~rt whno online systems tendto be mMl 

cos^etfective for individuals. 

In recognition of this fact. CD-ROM vendors have sought to differentiate 
other value-added features such as text-retrieval V^^^^^J^^'"^' ^ Graphical- 
User-Interfaces. However, by eliminating the cost of MEDLINE and ading our 
sonhistieated yet easy-to-use, graphical search interface. PA>s«3ons' Onitne ehmmates the 
CD RWsmi cSetitiveK^^ MEDLINE will have to be 

bundled as a loss-leader witii other CD-ROM products in order to remain competitive. Again, 
ladi of demand for these other products makes this a nonviable option. Only some 
instibitional sites and heavy-users with substantial investmente m existmg hardware and 
software will remain a possible CD-ROM MEDLINE market 

|ff,>fvBP}ivsi^ona' Online 

NLM is not ultimately tiireatened by Physicians' OnlUu since our missions are 
Slem"^te ^^^^ total MEDLINE use. By making MEDLINE readily accessible. 

flSd freUf-charge. we significantly increase Uie total MEDLINE market size 
and the NLM shares in our success with increased total licensmg revenue. 

Summaa 

Clearly. Pfcysieions' Online presento the most immediate tiireat to "'n"*'""^ J£°^.? 
vendon. We effectively chalknge these current products based on the hiij-quahty of our 
MEDUNE product, with ito simple, yet sophisticated, search interface and its pnce (FREW. 
Cur user-friendly graphical PC software, additional onKne products & services, and our 
dedicated on-site terminab fiitther leverage our competitive position and c. a i? additional 
barriers to protect our share of the 'Hiysieian Desktop." 

We have a clear Tirst-Mover Advantage* by having a pharmaceutical advertising support 
meTaiUsm in place as well as a technical development lead time. Our technical lead time « 
fiirther preserved by our exchisive software development arrangement with Conquest 
Software Technologies. ConQuest is the current technical leader in the tot-«trieval 
market Their sophisticated text-retrieval software out-performs aH traditional Boolean 
systems and they have a technical lead time over rival text-retneval systems of 2 to 3 years 
with their patented software technology. 
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II • Consumer Online Services 

* 

HT^ft Big Three 

The consumer online aeivices market is both emerging and highly competitive. What was 
once a relatively fragmented industry has coalesced into an industiy made up of three targe, 
mass-market information services. The 'Big Three" include Pndigt, CmpuSerw, and 
America Online. Each has hundreds of thousands of individual subscribers and draws their 
substance from hundreds of infonnation providers and distributors. 

Amenco Online, although the smallest of the three, is the clear technical leader. It has a 
sophisUcated and easy-to-use Graphical-User-Interface (GUI) which is mouse and menu 
driven and which runs smool^ly on Windows, Macintosh, and DOS. Prodigy and 
CompuServe are both developmg amflar interfaces to compete with America OnUne. 

Consumer Online Market Share 

(meirbership estimates for 1992) 

Other 

Ameitea Online 5% 

Prodigy 
33% 

Genie 
14% 




CompuServe Source: Alex. Brown 

41% 



MarW va Mirhf> Market Stratcgica 

Following a traditional "publishing* business model, the Big Three offer a widevariety of 
low-value/low-cost information products designed to capture the widest range of users 
possible. Marketing strategies are directed toward increasing both market-share and market 
site (increasing both the number of users and thrir individual use). 

While the Big Three are battling over the emerging mass-market, other online services (such 
as Dialog, Delphi, Lexis, BBS. PaperChase, Newsnet, Dow Jones) are quietly captunng niche 
professional markets. These services offer high-value/high-cost speaalized informaUon 
products that service speeldc needs of carefully torgeted users. On a flrtancial basis, targetKl 
media consistently out-perform mass marlwl media. This is because the information provided is 
more valuable to the target audience and the advertising is more vahiable to companies 
targeting diat audience. 

WitiitowofOp^ »«H..nitv The Medical Niche 

Following a similar niche market strategy, PAysiciona' Online offers high-value/high-cost 
information products to a specific high-value target audience. PhysuMns OnUneioesa t 
present an immediate threat to the currenlcrop of commercial online ^stems. However, the 
window of opportunity to capture our niche market may narrow if the Big Three shift their 
marketing strategies from mass markets to niche markets of higgler value mformation 
products and services. 
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Although we have both a technical edge and pharmaceutical marketing support mechanism 
in place, these companies have deep pockets and many other products and services they 
could bundle or use as loss-leaders. We will use our lead time to leverage our Tirst-Mover 
* Advantage" to control the "Physician Desktop* and erect effective physician market barriers. 



Ill • Medical Online Services 

AMA/WET 

Several previous attempts to create online information services for physicians are now 
defiinct, including MINET, PHYCOM, and AMA/NET. In 1981, MINET (Medical 
Information Network) was announced by GTE Telenet In 1983, MINET went online and 
offered three primary services - MEDMAIL. PHYCOM, and AMA/NET. MEDMAIL was 
essentially a repackaging of GTE's TELEMAIL service for the medical profession. PHYCOM 
was a pharmaceutical advertiser-supported online service that failed to develop any products 
or services that could attract physician use. AMA/NET offered a comprehensive menu-driven 
package of hi^-quality but hard-to-use services and databases designed to appeal to 
physicians. MINET and PHYCOM quickly died from lack of physician demand due, in part, 
to the immature PC market. With the AMA's financial backing, AMA/NET lingered on until 
1990, when the AMA claimed it could no longer justify shouldering the ongoing losses. 

One can argue that the AMA abandoned AMA/NET prematurely. The AMA was certainty 
well-positioned to leverage its large membership and computer use by physicians was clearly 
on the rise. However, AMA/NET never had more than 40,000 members and less than 6,000 
were ever "active* (Le., used the system more than once). Why? Because AMA/NET was a 
"Fee-per-Use" network - with diarges ranging from $38 to $42 per hour! 

TTRHpaUhT^mlc 

With the demise of AMA/NET in August 1990, there were no online services dedicated to the 
medical profession until the Spring of 1992. Hard-core physician-users still had the 
MEDSIG Forum on CompuServe, but it's relatively expensive and doesn't offer information 
products and services designed to appeal to most physicians. 

Then, in the Spring of 1992, a resurrected version of AMA/NET, renamed US Healthlink, 
went online. No longer affiliated with the deep pockets of the ^lA, US Healthlink is set up 
as a cooperative venture between the Oregon Health Sciences University (OHSU) and the 
lEI Network, Inc., an organization formed hy former AMA/NET staff. Otherwise, US 
HealthLink appears identical to the old AMA/NET. When a user signs on to US Healthlink, 
he is greeted by the same old Iclunky" interface and the same comprehensive, but hard to 
use, package of services and daUbases. The list includes MEDLINE, EMPIRES Literature 
Service, MEDICOM Drug Interaction Service, COMTEK Medical News Service. Bulletin 
Boards, Electronic Mail Service, Clipping Service, etc In addition, there is a selection of 
services from the MGH/Harvard computer network including DXpIain, a diagnostic decision- 
support tool developed atMGH. 

ehi MEDLINE offered is a stripped-down version developed by OHSU. It has a clumsy 
interface and only offers abstracts back to 1987 (A complete version of MEDLINE would go 
back to 1966). EMPIRES (Excerpta Medica Physicians Information Retrieval and Education 
Service) Literature Service is derived from EMBASE, the biomedical bibliographic database 
maintained by Elsevier Science Publishers. This database is much smaller than MEDLINE 
- only covering 320 journals since 1989. However, it has a better search interface than the 
OSHU version of MEDLINE. 

So physicians familiar with AMA/NET feel right at home with US HealthLink. What has 
changed is the market strategy. Instead of Tee-per-Use," US HealthLink offers physicians a 
"Fixed-Fee-for-'Unlimited'-Use* CUnlimited' here means less than 4 hours per month). US 
HealthLink charges a fixed $35 per month ($420 per year) for "Core Products & Service" plus 
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additional fees for "Premium Services" (Support/FaxAlett), Paxes. Full-Text Reprints. 
Personal Clipping Services, and communications cost in excess of 4 hours per month. 

WpalthLink vs Phvsidans' Online 

The more our system is used, the mow money vw make «. the more their system is 
used, the more money they lose! 

US HealthLink derives its revenue from a fixed-fee charged monthly to its subscribing 
physicians. This strategy superficially appears to benefit physicians, however, under closer 
mspection, US HealthLink does not truly encourage physician use. From US Healthlink's 
perspective, the most profit is generated by selling monthly contracte (which generate 
* revenue) but never actually delivering the service (which gwierates cost). And, as discussed 
previously, this pricing strategy captures mar^ useTs, but 

does nothing to attract new or casual users. 

Physicians* Online offers the same products and services as US Healthli nk, albeit at much 
hidier^ualily and for FREE with advertising. Cost is no longer an issue. Since advertisera 
are charged only if the ads are actually viewed ("Pay-per-View^, the more physicians use the 
system, the more money Physicians' Online makes. In other words, we are motivated to 
make our system more usefol and responsive to our members needs, US Healthlink makes 
money selling monthly contracts to physicians who don't use the system. We make our 
money when our system is used. 

Although US HealthLink is a competing fiill-service online information system designed for 
physicians. Physicians' Online has several key advantages, including - 

(1) Our MEDLINE is complete and has the best search interface on the 
market 

(2) Our on-site terminals make Physicians' Online conveniently accessible. 

(3) Our dedicated commuxucations software is a user-friendly "Graphical- 
User-Interface'CGUI). 

(4) Our reliance on *Pay-per-View^ advertising, rather than membership 
fees, enables PAysicians'OnKne to profitably encourage use by every 
physician - new and causal users, as well as high*volume users. 

(5) Our system delivers superior product, perfonnance, and service and is 
priced to be free^of-charge with advertising or competitively priced 
without advertising. 

(6) Our system has the backing of professional societies. 

(7) Our system delivers iU service to "members" not "customers." 

US HealthLink provides a favorable focus for comparison and allows us to 'piggyback* our 
membership marketing efforts. Since US HealthLink subscribers pay monthly, not annually, 
there is no penalty for switching immediately to Physicians' Online. Without a major 
technical overhaul to improve their user-interface, overhaul their MEDLINE module, and 
shift their market strategy to an advertiser-supported system, we expect to acquire most of 
their si:Ascriber& 

US HealthLink has approxiinntely 5,000 members and has established a gateway connecting 
an additional 2,000 Physician Computer Network <PCN) members. Physicians' Online is 
well-positioned to capture the US Healthlink customer-base, in part, because we have an 
implementation lead time of at least six to twelve months that provides ample time to erect 
the required barriers. In addition, US HealUiLink may be constrained contractually, 
financially, and bureaucratically by their OHSU relationship. 
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Features: US HealthLink vs Physicians' Online 



Feature 



Cost 

Free online time 



Complete MEDUNE 



US HealthLink 



$420 /year 
upto4hr8/nx>nth 

NO 

(1987 to present) 



Physicians' Online 



FREE 
unlimited 

YES 
(IdjgStopresent) 




Graphical User Interface 
Mouse /Key Control 
NLP Search Interface 
Relevance Ranking 
MEDUNE Journal Club 
Free Clipping Service 



NO 
NO 
NO 
NO 
NO 
NO 

($10 /folder/ month) 



YES 
YES 
YES 
YES 
YES 
YES 

(unlimited foklers) 




Complete Drug Information 



NO 



YES 




Advanced FORUM Features 
"Live" Conference Rooms 



NO 
NO 



YES 
YES 




Software Downbading 



NO 



YES 




Medical Society Boards 

Pharmaceutical Company 
Support Boards 



NO 
NO 



YES 
YES 



YES 
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Physician Computer Network (PCN) is attempting to establish a nationwide network linking 
office-based physicians electronically with a variety of health-care crganiiations. As stated 
in their Second Quarterly Report for 1992: Physician Computer Network, Inc. - 

operates a national, interactive, two-way and verifiable electronic . 
communications Network linking its office-based Physician Members and the 
healthcare industry. This interactive Network provides both physidans and 
healthcare organizations, such as hospitab, clinical laboratories. Medicare, 
insurance carriers, pharmaceutical manufacturers, managed care providers 
and others with a cost-effective means of information exchange which 
enhances practice administration and increases productivi^« .Our goal 
remains to create the largest, on-line and interactive Physician Network in 
America. 

As originally conceived, PCN offered physicians a complete medical office management 
system - including software, hardware, training, and support - free-of-charge. In return, 
physicians were required to view 90 minutes of interactive advertising per month and allow 
PCN to retrieve confidential patient information for resale as "anonymous, aggregate cbnical 
data." 



Fflnr Re| ati>f! Ruainesc RpcmiPntA of PCN 

1 - NETWORK SERVICES / . . ^ 

PCN offers a comprehensive medical office management system designed to 
computerize patient records and to generating patient billing, insurance claims 
billing, and wide variety of financial and clinical reporto. 

2 - INTERACTIVE MEDIA . ^ ^ xr ^ 

PCN offers the pharmaceutical industry an interacfave, verified, Pay per-View^ 
advertising vehicle that physicians are forced to view for 90 minutes each month. 

3- COMMUNICATION DATA-LINKS ^ v ui. 

PCN offers an online network connecting physician oinces to other health-care 
organiiations including - hospiteb, clinical laboratories, managed health-care 
providers, claims clearinghouses, and insurance companies. 

4- CLINICAL MARKETING DATA . . - ^ 

PCN offers clinical date and market research gathered from the physiaansr 
patient records for purposes of obteining health-care treatment practices and 
observational & post-marketing surveillance reports about pharmaceutical 
producte. 



Market Reaiatance to PCN 

Founded in 1988, the PCN concept attracted strong backing from IBM, several 
pharmaceutical companies, Lehman Brothers, and others. Four years and $50 million later, 
there are still less than 2,000 installed systems and PCN is running out of money. In 
addition, PCN continues to receive a cool reception from physicians. Why ? 

(1) Physicians resist using any media that forces them to view advertising. PCN 
insulte physicians by requiring them to spend 90 minutes per month viewing 
advertising and taking quizzes on the ads viewed. 

©@i(FI![0)iiflM3 
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(2) Busy physicians value their time as much as their money. So the financial 
savings have to be substantial for physicians to eagerly sign-up for the 
privilege of viewing 90 minutes of advertising per month. 

(3) The PCN medical oflRce system differentiated itself from competition based on 
price alone. Who are PON's competitors? A rapidly growing and highly 
competitive medical office system market that offers many inexpensive and 
high-quality alternatives to PCN. Over 50 megor medical oflBce systems are 
available from well-established companies with a combined installed-base of 
over 50,000 users. These software packages are distributed and serviced by 
the growing legions of small service-oriented medical office system 
companies. These small "Value-Added-Resellers" (VARs) spedalize in the 
medical office system market and offer customized packages of hardware and 
software to meet tfie individual needs of their client physicians. These local 
vendors offer a personal approach to customixation and service. Vendors can 
take advantage of the wide variety of hi^-quality low-cost alternatives to 
IBM hardware (computers, drives, monitors, printers, ete.) and pass these 
savings on to their client physician. In short, they bundle hardware, 
software, customization, training, service, and ongoing support, as complete 
system solutions that effectively compete with PCN in terms of price and 
qudity. 

(4) PCN has targeted high-patient volume practices. For large practices, 
computerization pays for itself Custom computer solutions are a small 
fraction of overall practice costs. Savings are immediately realized through 
better practice management and financial controls. Revenue growth is 
realized throu^ improved claims processing and patient accounts tracking. 
So, for volume practices, the small savings afforded by PCN is a false 
economic benefit Large practices can not afford to not have the best possible 
computer system customized to their individual practice needs. And with the 
proliferation of lower-cost medical office systems, computerization is cost 
effective even for solo-practices. Small local service-oriented vendors are best 
positioned to met the medical office system needs of physicians and are the 
m^jor threat to PCN. 

(5) PCN preys on the widespread computer ignorance of physicians. PCN offers 
a single solution to simplify choice for busy physicians. Although a simple 
choice, PCN is not the best choice. Computer savvy physicians realize there 
is no simple solution. A computer system must meet the unique 
requiremente of each physician. Fortunately, computer ignorant physicians 
are not isolated from the computer-sophisticated. Physicians are rapidly 
becoming more computer-sawy, in part, reflecting the computerization of 
society in general. And, as discussed before, physicians are trained to use 
their peers as an information resource. If a physician feels uncomfortable 
with computer technology, he will rely on peers with more computer 
knowledge to guide his purchase decisions. Physicians who have become 
early adopters of computer technology have a tremendous influence on their 
peers and the futu-a direction of medical computing in general. Tberefore, by 
failing to win the enthusiasm of computer-sophisticated physicians, PCN has 
lost tremendous market leverage. 

(6) Since PCN's introduction, more strings have become attached to. the 
•Physician Member Agreement." Today, in addition to the 90 minutes of 
mandatory advertising viewing each month, physicians must pay up to 
$2,760 per year and sign a guarantee to continue lease payments should PCN 
fail. Where's the incentive? 

(7) Finally, physicians avoid any activity that potentially violates patient 
confidentiality. As stated in their annual report "PCN, by virtue of our 
Physician Member Agreement, has the right to market the anonymous, ^ 
aggregate clinical data contained in the databases of its Physician Members. 
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How can patient confidentiality be preserved if PCN has regular access to 
patient records? And even if PCN could convince physicians that 
confidentiality is preserved - Can PCN convince the public? Do physicians 
realty want patients to know their personal medical records are being traded for 
some computer equipment? For most physidans, it's just not worth it. These 
controversial ethical issues have irreparably distanced PCN from the public, 
the medical profession^ and the pharmaceutical industry. 

m h ^iflhk Advertising Medium? 

Initially, Physicians' Online competes only with the INTERACTIVE MEDIA segment of PCN. 
Strangely, this is the most underdeveloped portion of PCN. A viable advertising medium 
must combine both - 

(1) an information component (content) - tailored to the needs of a target 
audience and 

(2) an advertising component - tailored to the needs of advertisers 
targeting the same audience. 

As previously mentioned, PHYCOM was a failed attempt to establish an advertiser- 
supported online netwoTk because it failed to develop any information content other than 
advertising. Similarly, PCN has a powerful advertising component without providmg any 
information content In fact, the primary user of the system b the physician's office staff, not 
the physician. So how can yon get physicians to view advertising without delivenng 
information content? PCN -soWes" this problem by contractually obliging physia wis to view 
thdr ads. Basically, PCN pays physicians to view advertising. This heavy-handed approach 
is direct but creates a medium that has no content other than coercive advertising. 

Physicians' Online takes a more traditional approach to attracting its audience. By providing 
physicians with information products and services they can use, Physlcianw' On/lnouse 
becomes a natural component of the healthwe delivery process. By moving to the background 
and being targeted to the individual user, Physicians' Online*s advertdsing is transformed 
into another useful information resource that is always available when needed - not a 90 
minute interruption every month. 

fff>t,YfnrV RnilHinP Strategy 

While both PCN and Physicians' Online share an ambitious mission, the real issue is 7 "How 
to get there?" Two distinct network building strategies have emerged - PCN vs Physicians 
Online. 

The PCN strategy relies on the installation of complex and cosUy office management sy^ms 
that link physician offices to the PCN network. These systems are primarily used by oflBce 
staflT. Physicians only use the system for the mandatory monthly viewing of advertismg. 
While this strategy produces contractually captive customers with high system-switchmg 
costs, their competitors have a large installed custflmer-base witii similar high system- 
Fvritching costs. Since PCWs ability to capture existing market-share is hmitedJ\;N is 
forced to compete with many well-esUWished medical office system vendors m order to 
capture a share ofthe remaining physician oflRces yet to be computerized. With a limited 
number of captive physicians. PCN faces an uphill battle in attracting the many partiapants 
and the capital needed to establish a true national medical information & commumcations 
networic 

The Physidans' Online strategy relies on the installation of simple and low-cost soRware in 
existing computer systems and the placement of low-cost and easy-to-use dedicated termmals 
at convenient sites in the health-care environment that link to the Physicians' OnUne 
network. Physicians' Online is used exclusively by physicians and provides information & 
communication services on demand and at point-of-need. Physicians' Online provides a very 
attractive alternative for the existing installed-base of competing online information 

(g©(?^(FflOi[ra^ V::;;. ... ...... 
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providers who currently face low switching costs! In torn, Physicians' Online creates hi|Ji 
customer switching costs due to its pricing, technology, products, alliances with multiple 
oTganizaUons^ CME credits, membership services, and support With an ability to serve 
every practicing physician, Physicians' Online can attract the critical mass of participants 
and capital ne^ed to establish a true national medical information & communications 
network. 



Physician Market Strategy: PCN vs Physicians* Online 




PCN 



Advertbing 



Office Management 



Physicians' Online 



Medicine 



Clinical Infonnation 



Office Staff 



Pfiysician 



Dedicated Interactive 
Advertising Sessions 



Shown eimuHaneously witfi any 
online product or service 



Mandatory Viewing of Ada 



Elective Information Retrieval 




Ixw 



High 



High 



Low 



up to $2,76a/yr 



Free 




Limited 



Unlimited 



15,000 Office Systems 
(Stated company goal for 1995) 
(< 2% of Physicians) 



Every Physician 
(>500.000) 
(100% of Physicians) 



$ Thousands 



Untlmtted 



Negligible 



$ Hundreds 



$<10 



Competitive 



Alliance Building 




Contpethive 
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Complementary 
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/V>^H^Hnnfl1Qbstac1BsfnrP^K 

PCITs stated goal is to install over 15,000 office systems by 1995. Even if PCN manages to 
convince enough physicians to sign-up, serious obstacles remain - 

( 1) Management distraction due to recurring financial restructuring requirements. 

(2) Loss of flexibility due to complex financial structure. 

(3) Limited financial capability due to excessive debt and impending liquidity crisis. 

(4) Existing bad-will with "stakeholders'' » including physicians, pharmaceutical 
companies, data*link partners, and investors. 



Stakeholders 


Issues 1 


Physicians 


• Financial Commitment 
» Public Relattons 

• Ethical Issues regarding confidential patient data 

• Coercive and Insulting Advertising Pormal 


Pharmaceutical Companies 


• FaQura to meet charter sponsors' expectattons 

• Limited Market Penetration 

• Financial Wherewithal 


bata-Unk Partners 


• Warrants issued have lost value 

• Viability: New Program Credibility 

• Financial Wherewithal 


Investors 


• Deteriorating stock price 

• Impending defaults on debts 

• Where will additional capital come from? 



In SttmmaTY 

The key to success for any national online health-care network is to win the support of the 
medical profession. Using "free* medical ofBce systems as its entry point, PCN has 
attempted to build physician support through bribery. Due to poor financial performance, 
PCN has been forced to add physician fees, thereby eliminating the "free computer* 
incentive. In a highly competitive medical office system market, the PCN system must now 
compete based on quality and service, not cost So far, PCN has spent over $50 million to 
connect less than 2,000 office sites to their network. After spending over $25,000 per office, 
PCN still has less than 5% of the medical office system market 

As part of its shifting strategy. PCN is now placing a greater emphasis on other network 
capabilities in order to diversify revenue sources beyond "Pay-per-View" advertising. No 
wonder. With a network reaching less than 1% of physicians, PCN*s ability to build an 
effective online advertising medium is limited. Without physicians, PCN has no product To 
be an effective advertising medium, you need subscribers PCN's key to success remains - it 
must attract more physicians. 

In the face of negative publicity, unanswered ethical issues, floundering finances, and a cool 
reception by physicians and the pharmaceutical industry, Physician Computer Network has 
a precarious fiiture. However, PCN*s difficulties provide Phyafcians' Online with valuable lessons 
and validate our unique physician market strategy. 
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We foresee that, due to- 

(1) the large Net Operating Loss cany forward of $50 million, 

(2) existing contracts with service providers, and 

(3) small but significant installed-base of users (less than 2,000) 

at some point, PCN could be an attractive acquisition target for Physicians' Online, 



l^pi^iral Rnrietv Online Svstfims 

Most medical societies are exploring ways to offer online bulletin board systems (BBSs) for 
their members. Although more cautious than the AMA, the American College of Physicians 
(ACP) has been a leader in this area They have been influential in dramatically improving 
the qualify of medical abstracts found in MEDLINE by creating a logical format which is now 
the standard followed by most medical writers. They recently started RESNETT, a online 
system for medical residents that uses a subset of the CompuServe system. In Apnl 1992, 
the ACP introduced the "ACP-NLM Flat Fee Program." ACP members can have virtually 
unlimited access to the NLM network via Grateful Med software for only $200 per year. 
Although plans have not been made public, ACP was recently granted a trademark for "ACP 
Online." Clearly they are preparing for a more comprehensive online system. 

As AMA/NET clearly demonstrated, medical society online systems face the same barriers to 
success as other online systems. Physicians' Online enables medical societies to safely 
establish their own online systems on our network. For a participating medical society, we 
develop and maintcdn thdr Medical Society Forum on Physicians' Online. Medical Society 
Forums are complete BBS systems and have all the same features available on Physidansr 
Online including their own membership. E-mail systems, bulletin boards, libraries, etc 

Note: Medical society support for PhyskianB' Online 6oe9 not ImpJy medical society 
endorsement for online advertising. Physkiana* O/i/f/wfunctions the same whether or not 
the advertising-support features are turned on. The choice of whether or not to turn on tho 
advertising is Idt for tho Indtvidual physician to decide. Physicians may chose to turn oH 
the advertising features at any time and assume the cost of senrices provkled. 



IV • Pharniaceutical Marketing Media 

Pharmaceutic nl MarVeting Market 

In 1991, $63 billion of prescriptions were written by less than hslf a million physicians - oyer 
$150,000 per physician. Pharmaceutical companies currently spend approximately $5 billion 
dollars annually on the sales and marketing of drugs and an additional $2 billion dollars on 
the distribution of free drug samples - over $15,000 per physician. These marketing and 
SAles activities include - 

• sales calls tophysicians by manufacturers' sales represencauves, 

• professional journal advertising, 

• direct mail and telemarketing communications to physicians, 

• distribution of free drug samples te physicians, 

• marketing and sales research, etc. 

The largest prescribing specialties are internal medicine, family practice, general practice, 
and cardiology. Together, these specialties accounted for over half the prescription sales in 
1991. In 1961, there were 656 drugs available by prescription in the US - today there are 
over 8,000. This has created a marketing "din,** as a plethora of products are vying for the 
limited attention of busy medical professionals. Increasing competition, falling profit 
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margins, and increasing marketing costs have created an acute need for more careful market 
segmentation and targeting of pharmaceutical marketing campaigns. 



•gtiTrent PharmftCftutical Marketine Mw 

Physicians' Online competes with other advertiser-supported media to secure a share of the 
pharmaceutical marketing pie. Our objective is to establish Physicians' Online advertising 
as a generally accepted part of the standard "Pharmaceutical Marketing Mix." Our medium 
is positioned to complement, not compete, with other media in the overall pharmaceutical 
. marketing mix. 

Th« Currant Phannac»utlc«l Marketing Mx 



Medical Journals 
Direct Mail 

Brochures 



TV « 

Reps ^ "»<«'o 

Magazines 



\ / 

\ \ / / Nevifspapers 



Friends 



Drug Samples Peers 

Conferences 
Clinteal Trials 



Telemaiketlng V I ^ ^^'""^ 

Ad Word of Mouth 

Surveys ^ 

' Specialties 

Gifts Services 



The extremely competftlve nature of pharmaceutical marteting assures rapkl acceptance off any new 
medium that effeeVtvcly targets physlciana. Pharmaceutical marketing appears to be ruled by a 
herd psychology: "So go the Competition - So go We.* Pharmaceutical companies can not 
neglect any marketing method that might give competitors an edge. 

The merest possibility of a new medium attracts widespread interest by the pharmaceutical 
industry- Witness Medical News Network (MNN), scheduled for launch in the Spring of 
1993, Whittle Communications claims to have raised over $100 million in pharmaceutical 
advertising commitments for this new multimedia project To date, MNN can't claim a single 
physician user. And, even in the face of negative publicity, unanswered ethical issues, 
floundering finances, and a cool reception by physicians, Physicians Computer Network 
(PCN) successfully completed an IPO for $36 million in 1991. PCN has already spent over 
$50 million to connect less than 2,000 office sites to its network - over $25,000 per physician! 

So, new media products will continue to proliferate as long as there remains such a large 
market opportunity. The media companies that serve this industry are well-capitalized. 
Th^ are all well-positioried to leverage thefr existing pharmaceutical client-base to sponsor 
new media opportunities as they arise. 

As a relatively undercapitalized "dark horse" entrant, Physicians' Online must leverage its 
"First-Mover Advantage" by rapidly creating barriers to ward off these well-positioned and 
well-capitalized competitors. Only one barrier can really protect us - 

a completely satisfkd physician membership. 



xir'""'"'* vtn^ ^ 
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Th» key to our success h ABSOLUTE DEDICATION TO "CUSTOMFR" SERVICE 

(1) Physicians must feel like •members'* nol •customers." 

(2) Physicians must view Physicians' Online as a quality information service that 
maintains the integrity of its Informatten products and clearly separates the 
needs of physicians from the dennands of pharmaceutical advertisers. 

(3) Wo must nurture our ongoing member relations by offering only the highest 
quality products, services, and support. 

Out satisfied members become our most potent marketing weapon by recruiting new 
membership^leveraging our marketing into new clinical dUs, and securing 0^^ i^arket-share 
against future competition. ("Why switch? PAysfcions'Onfine is great, friendly, free, and 
ours • "How many high-quality, free^f-charge, medical informaUon services do you needD 

As a national "medical information utility," our goal is to position Physicians' Online as a 
•natural monopoly^ by leaving no opportunity for competition to exploit A steady stream of 
new products & services, dedication to membership service, professional society 
endorsements, and a large instelled-base of on-site terminals inake Physicians' Online . 
difficult to duplicate, even for large well-heeled media companies. 



^ffh\tfU PmriTniinirarinns' Mgdiral NftWS NctWOrk 

While little detail has been revealed about Medical News Network (MNN). comply offidals 
confirm that Whittle will begin pilot testing an advertising-supported "News and Contmuing 
Medical Education* system for physicians in the spring of 1993. This non-mteracUve 
broadcast information system will be delivered via television to the physician's office. 

Consistent with Whittlc*s previous efforts, MNN will be an extremely cosUy endeavor with 
the most significant investment being in the areas of programming and broadcasting. It 
appears the system will broadcast its programming in a flexible format similar to "Pay-per- 
View" television in order to register physicians for CME credits and audit audience 
participation. Presumably, MNN will match its advertisers with their intended audience. 

Pntential Qbstflcies for MNN 

While Whittle has pre-sold all the advertising slots for the first year, MNN faces a number of 
physician and advertiser acceptance issues » 

(1) Given the peripatetic nature of patient care, the physicians' office may not be 
the most suitable place for such viewing- In fact, physicians may prefer to 
continue to receive such programming through the existing lunch or vacation 
conference formats. 

12) Physicians may prefer to earn CME credits in a more inUractive or self- 
directed educational environment 

(3) If physicians can't flexibly schedule MNN viewing to coincide with their busy 
schedules, this system will fail from lack of viewers - indicative of yet 
another advertiser-supported service that was insensitive to the needs of 
physicians. 

(4) Since all the advertising space for the first year is sold-out, many companies 
will be excluded from participation. This exclusion creates an opportunity for 
another competitor, like Physicians' Online, to attract interest 
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F^paniipH Market OnnnTtiinifrv Crftflted bv MNN 

Given the cost of developing and maintaining the MNN system and given that the system 
requires changing physicians* habits, it is not clear MNN will prove cost-efTective for 
advertisers. While MNN publicity will increase general awareness of alternative media and 
promote pharaaceutical company acceptance of new media, Physicians' Online, with its cost- 
effective micro-marketing approach and sophisticated precision-targeting features, will 
greatly benefit from Whittle's investment and educational efforts. 



V » Pharmaceutical Micramarketing Industry 

PppwrinP Pharmaceutical ^y ^^mmftrkgting Industry 

Pharmaceutical marketing in the 19908 is trending towards micromarketing. The four 
diaracteristics making the pharmaceutical market conducive to micromarketing are: 

(1) measurability - the potentiakand actual market size of the specific drugs 

being marketed can be determined; 

(2) accessibility - physicians, the purchasing decision maker in this industry, 

can be targeted; 

(3) profitability - pharmaceutical companies spend $7 billion annually m the 

US on sales and marketing and drug sampling; and, 

(4) stability - the pharmaceutical industry is recesston-resistant 

The principal objectives of micromarketing and sales research information are - 

( 1) to enable pharmaceutical manufacturers to compensate their sales 
representatives based on geographic sales or prescription activity, 

(2) to quantify individual product sales and prescription levels, and 

(3) to direct their marketing and selling activities to specified or selected 
groups of physicians. 

Currently, approximately $500 million annually goes towards the purchase of prescription- 
drug information. Two companies have historically dominated the prescription-drug 
information market: IMS and Walsh International. Both companies offer drug-information 
products based on pharmaceutical sales data segmented by zip code. In other words, they 
provide prescribing information that is aggregated geographically, not at the mdividual 
physician level. This creates a market opportunity for prescriber-level data. 

MMG (Medical Marketing Group) and PMSI (Pharmaceutical Marketing Services. Inc. - a 
Walsh International spin-off) are both emerging companies that are setting new standards m 
pharmaceutical micromariceting. They have both developed physician-specific profiling 
databases. By slicing their data in a variety of ways, they have developed r senes of useful 
marketing information v " niucts that enable pharmaceutical companies to direct their efforts 
to influencing the prescribing habits of specific physicians. These sophisticated 
pharmaceutical marketing support tools, based on prescription data, track the prescnbing 
behavior of any targeted market segment down to the individual physician. 



},\m\t^A Supply of Mpdia Targeting Specific Phvairians 

While these new prescriber-level marketing tools provide a powerful means to target 
pharmaceutical marketing efforts, Uie supply of media targeting physicians at an individual 
level is limited 
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Atitiitinnnl Rff^^a^^ Considpr^Hnns Oftvprning Pharmaceutical MarkptiTlP PrflCtlcea 

Phannacculical marketing practices have come under increasing scrutiny. Pharmaceutical 
advertising, marketing, and promotional practices have drawn critical fire during recent 
hearings held before the Senate Committee on Labor and Human Resources. Legislation 
strengthening the Food and Drug Administration's (FDA) authority to police drug company 
promotional activities has been proposed. 

In an effort to pre-empt the creation of formal legislation by a gesture of self-regulation, the 
Pharmaceutical Manufacturers Association (PMA) and the American Medical Association 
(AMA) issued guidelines outlining acceptable and unacceptable promotional practices. Other 
professional societies, including the American College of Cardiology (ACC) and the American 
College of Physicians (ACP), have issued similar guidelines. 

AMA Ethical Guidelines on Drug industry Gifts 

(adopted Oecennber 1990) 

Unacceptable gifts 

• Cash ... ^1 

• Subsidies for Iravel, lodging or personal ei^enses or in corrpensalion ot time spent for 
physicians allertding conferences or meetings. 

• Payment lor token consulting or advisory services. 

• Gifts with "strings attached," such as those given in relation to a physicians' prescribing 
practices. 

Acceptable gifts 

• Gifts with educaAional value, such as textbooks. 

• WofV-related gifts ol rronimal vaJue: pens, notepads and penHghts. 

• Subsitfies to underwrKe the costs of continuing medical education conferences or 
professional meetings. ^ ^ ^ , 

• Scholarships for medical students, residents and fellows to anend educattonal 
conferences, as long as selection is made by their acaderrec institutions. 

• Reasonable condensation and reini^ursemem ol expenses sustained by consultants. 

• Modest meats, usually in conjunction with educational programs. 

These guidelines have forced the discontinuation of certain practices and the modification of 
many others. 

For example, ^ , . 

in 1988, $165 million was spent by pharmaceutical companies to pay for 
physicians and their spouses to attend meetings in resort spots such as 
Monte Carlo and Palm Springs, complete with entertainment such as cruises 
and golf outings. 

Such practices, as well as cash subsidies, clinical "research* grants, and other valuable gifts 
"with strings attached,* have been dramaUcally curtailed. Uvellng the playing field ol 
-unsavory- marketing practices has freed up narteting dollars to Invest In other promotional areas. 

Tlie FDA is also being pressured to create stricter regulations regarding the degree of 
product disclosure information induded with pharmaceutical advertising. • . sral studies 
have pointed to the lack of adequate product disclosure information and the widespread use 
of dangerously misleading product messages included in many pharmaceutical marketmg 
campaigns. 

^^ur An rJiP<;p rpprulations effect P/jvatctQns' Qn/me? 

( 1) PhysMaM* Online Is the only advertising medium thait complies wKh the spirit of FDA 
disclosure regulations. W\\ii Physicians' Online, online advertising is not only 
linked to complete FDA product information but also to relevant medical 
literature, pharmaceutical detailing databases, independent USP drug 
information, and fulfillment services. 
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Gun-enUy, prescriber-level information is only useful in - 

• directing sales representatives, 

• direct mail campaigns, and 

• telemarketing efforts. 

Prescriber-level targeting tools are available but the supply of true prescriber-level targeted 
media is limited. In fact, the prescriber*Ievel data market leader, MMG, is attempting an 
aggressive acquisition strategy designed to increase the demand for their services by creating 
a new supply of me(tia which target physicians based on their prescriber-level database. 

The need for more careful market eegmenUtion and targeting of marketing campaigns 
havelead to a proliferation of both traditional and newer non-traditional mediums to 
reach phyadana. Drug companiea have provided increased advertising eupport for 
newer marketing mediume eapedelly those which target their markets more 
selectively. Ilii a has caused an increasing shift of the $400 million dollars per year 
devoted to traditional Journal advertiaing, as phamaeeutical firms become 
increasingly receptive to theae newer advertiaing vehicles. They are actively looking 
for new means to reach phyddans. 

Cldedica] publicatione under dege from "new me^eT PubUahing Navs, May 1990, p. 44.) 

This trend is our market opportunity. Physicians' Online provides a medium whidi naturally 
complements pharmaceuitical micromarketing services by providing a true physidan-level 
targeted medium. An alliance with a prescriber-level prescription data provider allows us to 
strengthen our targeting features by including direct •prescription behavior targeting." In 
addition to targeting by demographics and context, physicians can also be targeted their 
spedfic drug prescribing practices. 

f^imited Psychometric Date Sources 

Pharmaceutical micromarketing companies are also exploring alternate sources of relevant 
prescriber-level marketing information other than prescription data - 

(1) to enhance the overall predictive value of their marketing tools and 

(2) to decrease their strategic dependence on providers of raw prescription data. 

One approach is to add "attitudinal" or **psychometric" data to their products. However, this 
date is currently compiled from relatively primitive survey date. 

Physicians' Online offers a source of proprietery prescriber-level psychometric date that is 
continuously generated from online user activity. Our prescriber-level psychometric data can be 
conibined wKh prescriber-tevel prescription data to create new marketing tools which not only track 
but also predict physician prescribing behavior. 

Npw SnuTce for Presr ribcr-level Preacrintion Date 

Initially, Physicians' Online will not enter the prescription date market which is currently 
dominated by IMS, Walsh, and Medco. However, with the advent of hand-held, pen-operated 
computers with cellular date network capabilitit. v c are well-positioned to offer 
prescription fulfillment services and thus become an independent source of prescriber-level 
prescription* date in addition to our psychometric date 

nnig Sampling Services 

An estimated $2 billion worth of free drug samples are distributed annually via drug 
manufacturers' sales forces. However, increased Federal regulation requires documentetion 
of the final destination of these samples and forces drug manufacturers te track these 
samples more closely, thus creating another market opportunity. Through our ad linkages, 
drug deteiling boards, and special E-mail offerings, drug sample fulfillment services are 
conveniently offered electronically to physicians, thus automating both the fulfillment 
process and the required record-keeping. 
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(2) Physicians' On//ne terminals and dedicated software are clearly of educational vat so 
their distribution by sponsoring pharmaceutical companies doesn't violate any 
ethical guidelines. 

(3) Our online "advertising shell' enables us to clearly distinguish between promotional 
messages and information products. Our information products are not 
contaminated, in anyway, by promotional material. 



Our Growth Strategy 

Online advertising enables Physicians' Online, to deliver virtually any information product or 
service, free-of-charge. to physicians, while paying royalties to third-party information and 
service providers. Our growth is fueled by our strong cash-flow position and our ability to 
encompass new *^icro-informaUon nidies* by incrementally adding new products & services 
and serving new elements in the overall "Medical Infonnation Grid*. By connecting medical 
professionals, pharmaceutical companies, pharmacies, medical information & service 
providers, hospitals, laboratories, offices, insurance companies, and, ultimately, patients, 
with a national electronic communications network, Physicians' Online becomes a platform- 
independent "distribution system" whidi maintains growth by "feeding if a steady stream of 
new information products and communication services. 



Notworic Expansion to a Comprohenslv* Medical tnlormatlon Utility 




Physicians' Online is also well-positioned to leverage its physician membership to exploit the 
huge market opportunities that will open with the imminent introduction of low-cost, pocket- 
sized, pen-operated computers able to connect wirelessly to national cellular data networks. 
Prescription fulfillment services, prescription data, pharmaceutical marketing services, 
patient laboratory data, insurance claims processing, personal pager services, 
communications services, FAX networks, ete. will all be within easy striking distance. 
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Summary 



To provide a comprehensive solution to the overwhelming information 
retrieval and communications problems of toda/s physician is both our 
challenge and our opportunity. 



Physicians' Online is dedicated to serve the information and communications needs of 
physicians and the marketing needs of the pharmaceutical industry. 

Physicians' Online iniUally distributes third-party produced information products and 
services, on demand, at point-of-need, and free-of-charge, to member physicians while 
simultaneously providing the pharmaceutical industry with a sophisticated, cost-effective, 
precisely-targctablc, fully-accountable, non-coerdve, risk-free, "Pay-per-View* advertising 
medium. 

Physicians' Online is well-positioned to become the leading communications conduit through 
which all health-care transactions are routed. 
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Our Management Team 



Foundoft Chairman^ a Chlaf Exacutlva Offlcar - Christian Mayaud MD 

Chris Mayaud brings an intimate understanding of the information needs of practicing 
physicians, from his background as a practicing board-certified internist, and his personal 
experience providing for those needs, by founding and managing a compute* ized medical 
information center at hbi Hill Hospital in New York City during his residency training. 
During his professional migration from a "^ure science" background in physics to the 
"applied sciences* of engineering and medicine. Chris began directing his attention to 
interdisciplinary problem solving. The opportunity to make a significant contribution to 
health-care, through a strategic application of telecommunications and computer sciences, 
became clear to him during his medical training. The insights derived from observing how 
physicians use computerized information led to the vision of Physicians' Online* The 
subsequent three years of research into the market forces driving the health*care, 
pharmaceutical, and information industries lead to our product and market strategy. Chris 
is responsible for the overall direction, coordination, and implementation of Physicians' 
OnUne. In addition to day-to-day management responsibilities, he acts as a liaison for 
strategic allies, including medical societies and pharmaceutical sponsors. He also plays a key 
role in building the company's public image. 
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Chief TechnolosyOflleer-WHIIamOreeBberflMD ^. 

Bill Greenberg brings his technical expertise in computer engmeenng, medical informatics, 
and vertical-market ^stem-software development, as v»ell as additional market insist as a 
practicing physician. Bill has focused his medical computing expertise on patient care 
systems. As Director of the Medical/Computer Knowledge Division of Quality Standards ut 
Medicine (QSM), Bill designed and implemented medical expert systems that assess and 
monitor qualify of medical care in hospitals. Prior to QSM, he developed numerous computer 
systems, including an automated knowledge entiy system for the AI Bheum decision-support 
at the NIH a computerized voice-synthesizer for communicating with ventilator-dependrat 
patients, a point-of-sale data system, and an air-freight tracking system. Bill is respcnsiWe 
for overall system design and implementotion, as well as ongoing product development He 
coordinates the third-party development efforts of software developers, hardware 
manufacturers, and information providers. 



Chief Markating Officer - Terrill Burnett 

Terrill Burnett brings an extensive background in developing and imp emenling marketmg 
strategies. As VP of Strategic Planning for hivec International, Temll worked closely with 
Rhone-Poulenc and Fortune 500 companies to ordiestrated successfiil entries into US md 
French markets. She also brings a background in negotiation and conflirt managwnent, ana 
international banking, complemented by an MBA from UCLA. Her insights into ttie maiket 
dynamics of the health-care industry stem from her long-term involvement m DIFCO - a 
privately-held manufacturer of medical Uboratoiy reagents. Temll is current^ refinmg and 
focusing our marketing strategy. She is responsible for positioning PhysicUuis Online m its 
multiple markets and coordinating the implementatiMi of specific marketing programs. 

Chief OperatlBoOfflcwr- Steven Hoehbeffl ., . . • i • 

Steve Hochberg brings his expertise in business operations, financial wid strategic Plan""*/, 
and implementation of growth strategies. As an entrepreneur, this CPA and Harvard MBA 
has founded, built, and managed, as a chief executive, a $15 miHion software company. «» 
investment fUnd, and several national professional non-profit organizations. In addid^, 
through his widely published research and his client work with Sigoloff St Aasociat«s, Alex. 
Brown & Sons, and Bain & Company. Steve has developed a reputation as a busmess 
viability and strategy expert During our compan/s start-up phase, Steve also serves as our 
CFO. 

♦•»••♦••»♦*♦••♦••••♦••••♦•**•* 

Stratew Consultant -DoneM Wilson j • 

Don Wilson brings his depth of experience from the information industry and expertise in 
new business development His career includes U-' n»anagement, politnal worit foreign 
service, coiporate law, and management consulting. Li 1970 Don entered the information 
industry when he planned, organized, and served as the first president of Mead Data 
Central. As founding president of Mead Data Central, he developed LEXIS- the leadmg 
online information service for the legal profession. Mead Data Central has become the 
world's largest online fidl-text information retrieval service with «venuM exceeding half a 
billion dollars per year. Don has been 'in at the beginnings" of Prodigy, CBS Publishmg, the 
Sony Trinitron, the Grolier Electronic Encyclopedia, Dun's Voice, PhiNet, Information 
America, and a number of other enterprises. Don has been active with the Informafaon 
Industry Association's (HA) New Business and Industiy Research Committees. He has also 
sponsored the IIA's seminar on "Valuing and Financing Information Companies. 
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Phase I • Projected Earnings at Year 5 

(Best Case / Worst Case Scenarios) 




Worst 



3.000,000 
20% 



Median 



4.000.000 
50% 



Best 



5.000,000' 
80% 



600,000 

300.000 
180,000 
120.000 



2,000,000 

1,000.000 
600.000 
400.000 



4.000,000 

2.000.000 
1.200,000 
600.000 



1,200,000 



$18 



4.000,000 

S20 



8,000.000 
$22 



$21,600,000 $80,000,000 $176,000,000 



50.000 
10% 
24 
$0 



150.000 
30% 
27 
$30 



400.000 
80% 
20 
$60 



$0 
$0 

$21,600,000 

20% 



$4,500,000 
$1,000,000 

$85,500,000 

30% 



$24.( 

$5,000,000 

$205,000,000 
40% 



$4,320,000 . $25.650,000 $82.000,000 



Phase I • Funds Required & Their Uses 



Round 1 * Alliance Building Phase (3 months) S250,000 

Obtain Initial Onfine Advertising Commrtments 
^tain InHtai On-site Terminal Commitments 
Begin Phamiaceuticai Advisory Board Recruitment 
Begin Medical Society Advisory Board Recmitment 
Rnalize Core Information Product Contracts 
Rnalize System Development Contracts 
Rnalize Terrmnal Supplier Contracts 
Rnalize BBS Protot^ 

Rnalize Pharmaceutical Launch Marketing Plan 
Rnalize System Specifications 
Begin Terrmnal Test Site Recmitment 

Round 2 - System Devetopment Phase (3 months) $750,000 

Rnalize Phamraceulical Ongoing Marketing Plan 
Rnalize Physician Launch Marketirig Plan 
Rnalize Phyacian Ongoing Marketing Plan 
Rnalize Customer Sen/ce/Tech Support System Plan 
Rnalize Publfcity/Pulrik; Relattons Plan 

Rnish Overall System Design & lntegratk>n (Syt)ase) 

Online Product Devetopment - Core Triad 

• MEDUNE(ConQuesl) 

• QMR(Camdal) 

• Dnjg Info (Camdat & USP) 

Other key software modules 

• BBS (Coconut) 

• Ad Wizard (Sybase) 

On-site termnal designed & tested 

PC software designed & tested for DOS. Win, & Mac OS (Coconut) 

Round 3 - System Integration / Testing Phase (3 months) $750.000 

Computer system installed & tested 

Test Site Terminals Installed & tested 

Launch Staff Recmited & Trained 

Customer Support/Tech Support System established 

System & Operattons optimized 

Phystoian Marketbig Launch 

Phannaceutical Marketing Launch 

Publidty Launch 

Physician recruitment for beta-testing 

Rnalize On-site Terminal Commitments 

Rnalize Temninal Test Site Recruitment 

RnaRze Terminal Rnancing 

Phase 11/111 Strategy & Implementatbn Planning begun 



Total Funds Required (Prior to National Availability) $1,750>000 
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Assumptions Used in the Financial Analysis 

These finandal projections consider only the effect of the initial core online information 
product triad (MEDLINE, QMR, and Drug Info). No additional products or services are 
assuxned. The value of any proprietary pharmaceutical marketing data generated is also not 
included. 

Current market trends point to a continued fall in telecommunications and electronic 
processing costs (assume 10%/yrX Our average ad revenue per hour will tend to rise as 
pharmaceutical advertisers become increasing sophisticated and the demand for more precise 
targeting increases (assume 10%/yr). These trends will tend to widen our gross margin over 
time. Otherwise, no adjustments have been made for inflation. All numbers are assumed 
valued in tod^s dollam 



Collection 0ays(23) 
Payment days(23) 
Inventory turns 



FY1994 


FY1995 


FY1996 


45.00 


45 


45 


45.00 


45 


45 


100.00 


100 


100 





FY1994 


FY1995 


FY1996 


Payment days(23) 


45 


45 


45 


ShortTerm Interest Rate 


aoo% 


aoo% 


8.00% 


Interest Incme Rate 


5.00% 


5.00% 


5.00% 


Comndssions Percent 


1.00% 


1.00% 


1.00% 


Tax Rate Percent 


40.00% 


4aoo% 


40.00% 


Sales on Cre(fit% 


100.00% 


100.00% 


100.00% 


Accts Payable % Expenses 


100.00% 


100.00% 


100.00% 


Personnel Burden % 


25.00% 


25.00% 


25.00% 



Dellvttry Coat BrMkdown p«r hour for Onlino Informatioii 

Conned Time Charges S2.00 
Royalties/licensing Fees 4.00 
Total Deliver Cost per hr $6.00 



Hatdwaro Coat for Onlino Information Dollvoffy 

Hardware is the most difRcult cost to estimate o priori because of its relatior^ship to total 
system demand is multr ^r^^^rial and includes multiple specific technological and software ^ 
implementation issues. u» . ;rms of initial system capaci^, we use typical onliiie system 
usage pattern assumptions as they apply to the medical profession: 

• 80% of total 24 hour online demand occurs during 10 prime-time 
hours (8 AM to 6 PM) (hourly variation in system demand). 

• 90% of total weekly online demand occurs Monday thru Friday (5 
days per week or 2S0 days per year) (day of week variation or week- 
end effect on demand). 

• Each incoming line can handle about 2500 peak connect hours per 
year. 

• Therefore, 40 lines are needed to handle 100,000 connect hours per 
year. 

©©IMFOPilMlimL ■ ■ no:- .;: :• r: .... 



• To ensure the system rarely gets overloaded (i.e.. that we can meet 
variations in peak demand) we need an extra 25% safety cushion of 
addition^ lines. (Since we are free, we can't use traditional ^oad- 
levelingT techniques such as offering discount rates for evening use.) 

• llierefore, well need at least 50 lines per 100,000 connect hours per 
year or 1 line per 2,000 connect hours per year. 

• Our initial hardware configuration will hsmdle 200 lines (or about 
400.000 houTS/^r) for $300,000 or $1500 per line. 

• Assuming $18^r of advertising revenue, each line is capable of 
generating $36,000 per year for a hardware investment of only 
|l50Q/line. 200 lines will handle up to $7,200,OOQ/yr of online ad 
revenue. 

Assuming a usefiil hardware life of 3 years, the consumable hardware is expense of $500 per. 
year per line or about $.25 per online hour (assuming average 2000 hours per year per line of 
use). Since equipment will be leased, main computer hardware will be expensed and not 
depredated in these calculations. Assuming an additional $.25 per hour contingency and 
leasing costs the total hardware expense is estimated at $.50 per hour. Note that the timing 
of actual hardware additions will be made to the system will be based on performance 
degradation as total demand increases on the system. Actual incremental purchases will be 
made but leasing will have a leveling effect on this expense so that the $.50 per hour 
hardware assumption in these spreadsheets should correlate well to actual expenditures. 



Hardware Cost per line per year SSOO/BneVr 

Average AnnuaJ Billable Conned hrs per fine 2000 hr /yr 

Hardware Cost per fine per hr S2S /hr 

Average Online Advertising Rate per hr S1 8.00 /hr 

Average Annual Revenue per line $36,000 ^i/line 

"Return on InvestnDenf (ROI) per fine 7,200 % 



Initial Hardware Conflgurallon Eallmates 

Assuming the overhead will average about $250,000 per month when we go online, we will 
need about 300,000 online hours per year to break-even. Since we need one line per 2,000 
hours, we need 150 lines to break-even. An initial hardware configuration of 200 lines will 
cost about $300,000 or about $1500 per line and give us a capacity to handle about 400,000 
hours per year or $7.2 million in advertising revenue per year. 



On-SHa Tarmlnal Cost Anatysia 



TerrrtnalCost 51000 

Average Connect hr per wk 2hr/wk 

Average Connect hrs per year 100 hrs^ 

Average Online Advertising Rate per hr $1 B.OO /hr 

Average Annual Revenue per tenntnal $ 1 BOO 



Notes 

1 Estimated cost of overall system design and implementation by Sybase (fonnerly SQL 
Solutions). 

2 Estimated cost of licensing and customization of the graphic BBS system and dedicated 
communications software development for UNK, DOS, Windows, and Macintosh 
operating systems. 

3 Estimated cost of design and implementation of the MEDLINE search module by 
ConQuest Software Tedmologies (former^ Synchronetics). Includes $8»000 one time 
NLM storage media charge in Month 2. 

4 Estimated cost of design and implementation of the QMR Diagnostic Decision Support 
module and the USP Drug Info module by Camdat This is really an advance against 
future online royalties, not a true expense. 

5 This is a "catch all* category for "ofif-the-shelT software and related expenses for the 
internal company computer network (LAN, word processing, database, desktop 
publishing, graphics, accounting, billing, customer service, etc.). 

6 The initial main computer will be leased (or purchased over 60 months) for $600(Vmonth. 

7 Installation includes both site preparation and network connection costs. 

8 This is another "catch all" category for the hardware and related expenses for the 
company computer network (including workstations, file servers, notebook computers, 
modems, LANs, laser printers, monitors, etc) 

9 This category includes costs related to direct mailings, magazine advertising, and 
distribution of free dedicated communications software. 

10 While the pharmaceutieal sponsors will provide the purchase funding for the initial 5,000 
terminals ("sponsor terminals"), the company intends to sell and leaseback some or all of 
these terminals to an equipment finance company to generate an additional $2 million 
working capital. This amount is reflected as a long term liability. 

11 The formula here calculates the previous yearns accoxmts receivable as a ratio to sales on 
credit, then applies that same ratio to this year's sales on credit, and then applies the 
percentage difference between collection days in the previous year and the collection days 
this year. (Got it?) (see Note: 23) 

12 Even though, as an advertising medium, we have the advantage of a prepaid accounts 
receivable, no cash flow advantage is assumed here. Accounts receivable and accounts 
payable are assumed to be "in phase" and have a neutral effect on cash flow. 

1.3 Since the only mjgor capital expense is the main computer hardware, which is leased, we 
have simplified calculations by omitting any depredation. N.B., wecc.; t .Bering our on- 
site terminals are an expense and not a capital outlay which can be depreciated. 

14 5000 pharmaceutical company sponsored terminals are to be distributed to targeted 
clinical sites during the first six months of operations. These are the terminals that were 
committed to by our pharmaceutical advisory board companies prior to launch. This 
includes the 100 terminals distributed during the a1pha*testing phase. This 5,000 
terminal assumption could change dramatically depending on utilization and new 
membership rates we observe during the alpha test phase. If on-site utilization rates are 
hi^ enough, we may find it strategically advantageous to leverage our market entry 
further by rapidly saturating the US hospital market with our terminals by financing 
them ourselves rather than depending on pharmaceutical company distribution and site 
purchases. 

©©MFflOiWO^L ' 



IS Total online time = members x average use per member 4* terminals x average use per 
terminal. 

StricUy speaking, this calculation is incorrect because "average member use* should 
include time spent on on-site terminals as well as other personal computerSp terminals, 
etc. However, the convenience and immediate availability of on-site terminals in the 
hospital setting will clearly have some eflPect on increasing total online demand (and 
membership). By separating the terminal effect from the membership effect, we are 
quantifying their effect on toUl system demand. So» strictly speaking, the 'average 
member use" here means the average member use on madidnes other than dedicated on- 
site terminals. 

The average online time/member = 12 hours^ear 
The average online time/terinina] = 120 hours/year 

These utilizadon rates probably underestimate early usage by neglecting any "novelty* 
effect and the relative sophistication of the initial users of our system. Average usage per 
member may trend downwards over the near term from a misleadingly hi^ rate at start- 
up as the "novelty* effect wears off and, in the long run, as more casual and less 
sophisticated users begin to predominate membership. 

However, no assumptions are made about the growth of individual use for the initial 
information triad* (MEDLINE, QMR, and Drug hifo) or the effect of addition of new 
online information products and services. These stimulatoiy effects on demand, 
combined with the accelerated pace of medical computerization and computer- 
sophistication of physicians, should tend to cancel tiie demand eroding trends noted 
^ve. Hence, the average demand is assumed flat for the first three years. 

Ihe annualized online time calculations assume straii^t-line growth rates in 
membership and terminals in order to simptify online time estimates due to new 
members and new terminals. [In other words: the contribution to online time/year of new 
terminals and new membership = 1/2 (new members for that year x average use) 4 1/2 
(new terminals for that year x average use)] 

16 Additional revenue of $l(Vmonth/on-site terminal is assumed for special graphical "start- 
up* screen advertising. 

17 There is no membership fee for the first fiscal year. The issue of whether or not to 
introduce membership fees will have to weigh the relative value of the annuity effect of 
membership fees to the lost advertising revenue from the loss of marginal users likely to 
discontinue their membership with the introduction of an annual fee. Clearly, the 
competitive environment will also weigh in this decision. Optimum timing of the 
introduction of membership fees would be as the growth rate in membership begins to 
level out 

18 Any terminals sold (not sponsored) are priced at cost so no net contribution to income or 
expenses is assumed Assumed is a continuation of current industry trend towards 
falling computer haruware prices. 10% per year per on-site terminal is assumed. 

19 The basic online advertising rate is priced at $18/hr (7.5 cents/15 sec "spot*). The price of 
additional targeting features. E-mail, linkages, etc are not included. 

20 $6/hr online cost includes a third-party information licensing fee of $4/hr and $2/hr 
telecommunications charge for public data network access. As of January 1, 1993, the 
NLM no longer charges a usage fee for MEDUNE or any otiier NLM database. Since the 
bulk of our system use is for MEDLINE, $6/hr conservatively overestimates variable 
costs. This assumption also overestimates the cost of other online activities which do not 
require third-party licensing fees (such as forums, system & menu time, electronic mail, 
drug detailing databases, etc.). 
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Online Advertising Features 



Features 



MBBISK AdWrtlsllw 

'Pay-per-View' Advertising 
•NoViBw...NoPay' 



Oencfits 



Unlike other advertising media, Physidan^ Online only 
charges advertisers for ads actually viewed ! If no one views 
your ad...you pay nothing. IVue Tay*per*View" advertising. 
So you risk nolMng by advertising on Physicians' Online. 

You receive a faW accounting of all advertising activity and 
pay only for what was actudly seen by your target audience. 
This makes Physicians' Online the most cost-effective and 
fully-accountable marketing medium to targetphysieians. 



Pieclse PbyslclaB Targeting 



Each member fills out a complete online demographic 
questionnaire when he signs on for the first time. Whenever 
he signs on to the system, he is identified hy his 
membership number (social security number) and password. 
So the system knows at all times» who is calling and 
demographically important information about each 
individual meo^r. 

For example, if a company wants to market a product just to 
cardiologists who practice angioplasty in St Louis, it can 
selectively "narrowcast" the message to just these 
individuals. 



Precise Message Targetlag 

Messages Tailored to Each 
Segment 



A product message can also be selectively varied by target 
segment 

If a product is used by different specialties for different 
reasons, the product message can vary depending on who is 
viewing the ad. 

In other words, product features of interest to infectious 
disease specialists can be shown to them while different 
features can be shown to gastroenterologists. 



Cost*Etfectlfe At 7.5tf per 15 second ad» you get 15 messages guaranteed to 

be viewed, for the same price as a single letter that is 
usually thrown out unopened by the same physician. 

E-Mail messages, at 50^ each, are less than half the price of 
a typical postal mai1ing...and E-Mail is not thrown-out 
un viewed! 

Drug detailing databases, at $18 per hour, are a lull order of 
magnitude less than an average "detailing^ sales call which 
currently costs over $200. 



V Receptive Audieoce - Physicians' Online members go online for computerized 

clinical information. 90% of physician online time is 
Suggestible State of Mind devoted to using clinical information databases. 30% of that 
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time is spent on drug information databases. 65% of that 
time is spent on MEDLINE. 60% of MEDLINE activity 
involves patient care problems and 40% involves therapy. In 
other words, physicians are looldng for drrig or therapy 
information over 60% of their online time. 

So you have a influential physician, staring at a computer 
screen, actively seeking information about therapy ...Not a 
bad time to suggest a new product or remind him about an 
old product! 

And, as "early adopters", Physicians' Online members are, 
by nature, more receptive to new products and ideas. 



Associative CondlUonli^ Toil Physicians can be conditioned to form mental associative 

links between a product and a clinical situation. These can 
Create Powerful "Prescribing be created using online messages which couple a product 
Preference" Reflexes in the Minds name with a brief yet descriptive "point line." Using 15 
of Targeted Physicians second ads, messages flash into the physician's mind 4 times 

per minute or 80 times daring an average 20 minute 
MEDLINE search. Although the physicians may not be 
primarily concentrating on the advertising, the ad changes 
are always noticed, if only briefly. Throu^ frequent online 
reinforcements, associative links can be built into the minda 
of targeted physicians. So, whenever a physician 
encounters that clinical situation, the associated product 
comes to mind first 

The essence of effective pharmaceutical marketing Is 
Associative Conditioning - To be the first product that pops 
to mind when confronted with a therapeutic decision. What 
could more powerfully influence physician prescribing 
behavior than being the first drug to pop to mind? The 
ultimate "point-of-sale" influence is carried in the mind of 
the potential customer. 



ProfesslDoal GODdwIII Since Physicians* Online is so newsworthy, we anticipate 

extensive coverage by the medical press. This publicity 
along with medical society support and early co-marketing 
efforts, brings high visibility to Physicians' OnUne and its 
early pharmaceutical supporters. 

By being identified as supporters of a service which brings 
physicians so much for so little, participating 
pharmaceutical companies ei\joy tremendous professional 
goodwill 



Msrtiet Levefsses 

Member characteristics 

• earty adopters 
« influential 

• receptive 

• high prescribers 
Physicians' Online members 
Extend Marlceting Reach 



Physicians who regularly use MEDLINE literature search 
services are 'Medical Opinion Leaders" and hi^ 
prescribers. Their opinions are sought out by dieir peers 
since they are assumed to be the most knowledgeable and 
current with the literature. 

Physicians who use computers are "early adopters* of new 
technologies and products and therefore the trendsetters of 
their profession. As professional trendsetters, Physicians' 
OnUne members extend the reach of any marketing 
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efTort influencing the rest of the profession. By their 
nature they are also more receptive to new products and 
ideas. 

By marketing to Physicians' Online members* 
pharmaceutical companies can leverage their marketing 
dollars by reaching Uie most influential members of eadh 
target segment So capturing thesel influential physicians 
leverages marketing efforts beyond their numbers to the 
rest of the profession. 



Ad-Unked Featores Online advertising can be targeted by any demographic 

characteristic down to the specific physician. Messages can 
Electronic - be targeted through "static demographic linka * (dynamic 

• Drug Detailing "context-sensitive links * and "prescribing-practices links." 

• Fulfillment 

• Customer Support In addition to the automatic linkage to FDA drug disclosure 

data, pharmaceutical companies can link their 
advertisements with a n\unber of other features. 

Online ads can be linked to - 

- relevant MEDLINE abstracts 

- full text dat^>a56 of supporting literature 

- other online fulMext databases 

- drug detailing databases 

*- other c^ug information databases 
*- pharmaceutical company fonims 

- real-tinne ad response nnonitoring 

- online surveys 

- online customer service support 

" E-mail to contact the company directly 

- FuNltlment Functions 

- drug sample requests 

- detail man follow-up requests 

- further drug information 

Ads can be linked to specific MEDUNf! abstracts so that an 
specific ad is shown whenever a specific abstract is 
retrieved. In addition to static links, dynamics links can be 
created that link ads to specific search concepts. Whenever 
a specific concept is invoke by a physician, a specific ad can 
be displayed (context-sensitive Unks). Precision targeting 
transforms online advertising Into useful information (because 
ads are now relevant to the viewing physician. 



Electronic Direct Marketing 

MEMBER/ALERT Services 

• E-Mail 

• FAX/NET 

• Regular Mail 



The full range of MEMBER/ALERT services offered by 
Physicians' Online is available for use by pharmaceutical 
companies. Electronic and direct mail services include E- 
Mail, FAX/ALERTS, MEMBER/ALERT Postcards, and 
special direct mail services. Through any of these means, 
messages can be sent to any demographically definable 
pl^sician segment 



Direct Pb|8lel8D Communication In addition to targeting advertising and other electronic 

messages, full E-Mail and 'live" conferencing capabilities 
allow companies to communicate directly with individual 
physicians. 
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Company Fonims Pharmaceutical company forums allow companies to focus 

and coordinate their online activities through the use and 
maintenance of company-specific detailing databases, E- 
mail services, customer support, fulfillment services, special 
announcements, bulletin boards, etc 



Single-Sponsor Services Companies may also exclusively sponsor specific online 

events such live conferences, special interest information 
services, etc. 



PlianBaceDtlcal Advisory Boari In addition to a responsive customer service and sales 

support team, pharmaceutical advertisers have an 
opportunity to directly influence the direction of Physicians^ 
Online through membership on the Pharmaceutical 
Advisory Board. 



With industry-wide estimates of over $200 per sales call and 
limited opportunities to reach busy physicians, any method 
that cost-effectively increases total physidan contact time is 
valuable to the pharmaceutical industry. 

Pharmaceutical sales reps can have personal online 
memberships to Physicians* Online » giving them full access 
to online services including E-Mail, sales call follow-up, 
advertising placement, etc. 

Physicians traditionally receive small gifts from ''drug reps' 
when they make sales calb. Detail men are always lookkig 
for low-cost items of value to physicians that convey an 
advertising message. Free membership packets, software, 
and dedicated terminals make perfect gifts that 
pharmaceutical representatives can distribute to physicians 
and hospital sites in their market territories. 

Terminals, membership packets, and software can be 
fixrther customized with the name of the company, 
pharmaceutical representative, or any other special 
advertising or message. 

Start-Up Screens on the terminals can be customized to 
show any message at start-up such as the name of the 
company donating the terminal. The start-up screen can be 
used to directing physician to use the online company forum 
to contact drug reps, get information, order samples, etc. 

By encouraging the use of Physicians' Online, 
pharmaceutical reps extend their total physician contact 
time through the use of electronic mail facilities and other 
services directed to their specific physician-clients, and 
generate goodwill in their established and potential 
customer-base. 



.... 



Company Sales Fsrce Support 

Sales Reps Online 

Advertising Specialties 

• Membership Packets 

• Software 

• On-Site Terminals 
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Real-Ume Maikel Intelligence Physicians' Online Psychometric Data Sources 

- MEDUNE Database itself 
-MEDLINE Usage DaU 

- Concept Frequency Data 

- Advertising Response Data 
-Specific Survey Data 

Powerful new market retearch tools can be developed from 
these new psychometric and market data sources. Our 
continuous real-time maiket intelligence provides powerful 
measures of changing market trends. 



Any online behavior, such as utilizing options for more drug 
information, can be tied to specific message (fisplays. The 
response rate to different messages can be used to identify 
and differentiate unique concerns of different market 
segments. Other promotions and market strategies can be 
fine tuned using response rate data. For example, does a 
message which emphasizes an new antibiotic's coverage of 
gram negative bacteria interest an infectious disease 
physician more than its low incidence of renal toxicity? 

Complete online activity data allows advertisers to test the 
efficacy of different advertising approaches by monitoring 
the online behavior of targeted physicians. 



MEDLINE Trends Using MEDLINE as a starting point, powerful new indices 

can be constructed and used to generate both periodic and 

Monitor future medical trends customized reports that monitor changing market trends. 

For example: 

CQNCEPT FREQUENCY mU 

Concept indexes coupled with citation frequency will 
generate data concerning overall dianging trends in the 
medical literature over time. Shifting concept frequency 
trends in the medical literature reflect changing future 
trends in clinical practice. This information identifies 
early market trends, anticipates changing demand, and 
recognizes potentially signiificant new areas of research, 
as well as new applications of existing drugs. These 
concept indices will routinely screen most forward- 
looking terminology - for use in advertising and 
promotions. 

AUTHOR/ CTTATION FTtKOITRNCT INDEX 

Authors of journal articles will be indexed by 
publications, field of research, etc. This database will 
generate data on the most influential researchers by 
various criteria such as area of research, numbers of 
publications, number of times research is cited by 
others, etc. By identifying the most influential 
researchers, research support moneys can be allocated 
to maximize leverage of research and marketing efforts. 
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Monitoring Online Behavior to 
T^t and Adjust Market Strategies 
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Online Search Bebnior 

Physician Psychometric Data 



By tracking what questions physicians are asking, 
Physicians' Online has a real-time proprietary database of 
the clinical concerns of physicians which can be analyzed by 
any demographically definable physician characteristic. 

This database enables the pharmaceutical industry to track 
the changing clinical concerns of their target markets and 
adjust their marketing strategies accordingly. 

Online seardi behavior data provides focus group* type 
data, but at a greatly reduced cost and higher significance 
because it monitors what physicians are actually doing...not 
what they say they are doing. 

Physician psychometric data from Physicians^ OnUne allows 
pharmaceutical companies to design effective marketing 
strategies by developing and marketing products i^at met 
the changing concerns and need of physicians. 

By coupling this data with prescribing practices data, the ' 
pharmaceutical industry now has a complete and potent 
marketing methodology available to them. 



Special Direct Online Services 



For pharmaceutical companies who want to expand their 
direct day-to-day control over this new me(Uum, a 
customized system will allow them online access to monitor 
advertising activity , place new ads, maintain company 
forums, praess electronic mail, process online fulfillment 
requests, etc. 

Fun sales force computer network out-sourdng services are 
also available. 



Dedicated Accoont A dedicated sales staff and customer support team aids 

Representatives and Costomer clients in tailoring their online marketing activities to meet 
Service Staff their specific marketing objectives. 



Account Informattoa 



Each advertiser gets an account statement that gives a 
complete accounting of ads viewed. This report can be 
customized to yield useful market information. 



l^dloeSonreys 



A traditional survey approach can be taken as well. These 
real-time surveys can be conducted either u My or 
indirectly. These surveys can be designed quickly and the 
target audience selected by any criteria witii the results 
available within a few days. The online market survey 
becomes a simple yet highly responsive management tool. 



Cttstomted Account InfonnatlOQ Special Customized Ad Activity Reports will yield useful 

market information. For example, "^o actually viewed 
that ad" can be summarized by any targeted demographic 
characteristic. 
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*#***♦*♦•**♦****♦***************♦********* 

Notice of Confidentiality & Disclaimers 
****************************************** 



rCompany'). 

T^e taking and review of tMs plan by 

constitutes the agre«n>ent on Ute P*'*^^"* ^Zjlose the Confidential 

Any reproduction of this plan, in whole or in part, without the prior written 
consent of the Company, is prohibited. 

to all applicable securities laws. 




Physicians- Online. Physicians- Prescribing Nelwo*. ami Smart Scripts 
r-nysicans ,^<tomark8 of Physiaans' Online. Inc. 



physicians' Prescribing Metworfe 



required link to the physiaan. • 

Into all phanMceotol benefits pto|raiin. ™»r SSSS *»B In the $40 mm out- 

access to Other inforaation and services. 

PPN will provide physicians with the "^ce^ary hardwOT. wWle 

pr^rrms will pay PPN ^J^^^^^'^ t'^J^'^.S^^^^ vm does not believe that 

programs may consider creating th«r P"'^"'^^^'^!:^^^ auitSple interfaces. 
fKSan will use ""f «ple systen» and m^^^^^^^ £ p^de drug 

experienced. 

PPN is being organi«d by Eh^^udan^^J^^^ 

information and "»»»"«anons sema dedi^^^ ^ i„f^ deasion- 

essential to advance the Jl«a''*y 20 MO members will be using its 

making. Physicians' Online projects at '«aw^;WU pnjwu Physioans' 

' "nline reference., diagnosis and t^e'^"* f iS?, fpoSSSmbership of over 450.000 
Prescribing Network will begin operations in 1994 witn a pwnv 
physicians, (see Appendix) 

L.^.MinHral heneRts company and several 
PPN is currently in discussion every m^or pharmceuO^^^ ^ 

larie physician groups regarding th« tJJudv Ve towrt of thii effort, 
polky consulting group in Washington to study the impact 
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.. f »wi«a«use Member physicians, can tttiliie the 

prescription writing. 
4 Formularies are continuously update*!- 

S. PPM ««.rtty.liml».w "^'"^ 

, PPN ..-.l". ^ " ^ 

technologies. . . . ^ u„ 

..V nmeessins information requirements. 
U. PPN is designed to integrate vnth claims processing 

12. PPN is designed to access patient record information. 




With the P«Wjc-» con^^^^^^ 
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1 maior business ooDortunitv for managed care companies has emerged through the intense 
nieJriSLnW rapidly growing pharmacy benefit c«U- 8aj^ A^^^^^^^ Sons, 
"tfi fact the orescriDtion drug segment of health care cosm is one of the fastest growina 
S^^iemo l^M cJe^^^on that can equal one-third » '^'f' r^;^^"*,^^,^^^^^^ 
benefits ' While there are cunenily only a few national compames that .'"^^'^ 
Sent, a significant investment in information technology is required to provide the 
following basic services: 

Formiilaiv: k formulary guides physician prescribing by listing drugs preferred for treating 
Sniires es Since to are several competing Foducts in most .*e«Pf;t«=^P^^^^^ 

of all prescription drug expenditures. 

physicians which are only responsible for one formulary. 

the number of drug plans increase. 











MD 




Pharmacist 




Rx Benefits Co 





which adjudicates claims electromcally and sheens f« ^"^SL tS patient's history to predict 
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cinrp nhvsicians are mobile professionals, the current information technology resident on the 

vlio ZZ)c environment. PPN will rely on a new class of electronic devices Known as 
?°*'iLT nrcritTASSSs (PDAsV Poi arc low<ost easy-to-use pocket-sued pen-based 
Suters SiMow i^^^^^^^ such as physicians to communicate from anywhere 

over wireless networks. 



p H Y«?^( ^IAMS' PRESr niP'^fl ^PWO""^ SERVICES 

, ftniinA Formularv: With the cooperation of the leading companies that manage prescription 
1 irnlmf "'^"'"■a"- „Jr?/,. . .r „K««>ifln with the various formularies through an 

prescription writing process. 




PPN 



Rx Benefits Co 



Pharmacist 



aid avKd ami intatacBon and alUrjj proWema. 

the pharmacy. 

ordering, refill alerts, and step therapy alternatives. 
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companies include {*): 



d^irinefitprogranis serve more than 8.0 million people. 

oSTarmcyt^^ ^uSp^w managed 

utilization control techniques to contein J^aJJ^^^f"; SSlubsidiary. which is one of the 

?ir;S^t2S«"nrorurl^^^^^^^ 
primary market is other HMOs. 

EW.^ script, is one of the -^o^^^;;^?^?^^^^^^^ 

servicing plan sponsors drug benefit for its 650.000 Sanus 

facility. Founded L.fe m^986^»«i^^^ customers .and now serves 

s»Trsi?;;a?rx^^^^^ " ^^^^^ 

.,^^s is a 'eajer in th^^^^^^ 

m l ton people through integrated '^"^^jr^ S exchisive. discount 
formularies. «hich allow its ^JJf "ec^wfT^^^^ ^SS"'^"^ 
contracts with manufacturers for fXt^I^fJriM IhK^ preSbing pittems through 
utilization reviews. Medco «8 actually wdal in tiTe Upmarket, drug companies 

education. With this trend and »he l«8 of «J^» P™"^ ^^^^^ education of 

are rapidly recognizing Medco s » Wity » dn ve martet sn^^ .^^ 

physidans of cost^ffective SfSStion Medco has added other special 

2^SrS"af rpC"SS"^^^^^^^ Health management and institufonal 

pharmacy to serve nursing homes and pnsons. 

aS^Swato^^ PCS just 

supply traditional indemnity plans. "f™£j*!Su Pharmacy Advantage which 

recenSy Clinical Pharmacw^^^^^^^ '^^il Kdition. PCS has been selected 

provide integrated managed pm^ ^he system and electronically 

by the National Electronic Inf?™***""^*!*"^^^ PCS in the center of the 

pi-ocess claims for this tPf »KXf«?h?£X«ien^^ P'*'*"^ . 

development of important A"! Pharmaceutieals and other health care 

JSK." SSSSn r^mr MSl^^^^^^ — 
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PHYSICIANS* PRESCRIBING NETWORK 

Organizational Planning 



Item 

Organize Physicians 



Participants 

P.Ol. 

Physldan Groups 



Dates 
Current 



FtiPdlPB 
NA 



Organize Technology 



Prototype 
System Design 



Study Cost Benefits 



Organize Plan Sponsors 

• Collect Fonnulary Data 



P.O.L 

General Magic 

Motorola/ARDIS 

Apple 

ARDIS 

Bus. Partner Solutions 



Lewin or other 

McKesson, Medco, 
Caremark. Dlvrsfd, 
Express, Value, etc. 



Current 



KA 



June 7 

Current 
Current 



NA 
TBD 



TBD 
NA 



Review State Pharmacy Laws and 
Work with Boards/ Lawyers 



Develop Smart Script Software 

• Feature Design 

• Integration of Patient Record 
& aalms Processing 



Regional Pilot Test Program 



l^Beoul, l^mb 



P.Ol. 

I^lcai societies 
Genl. Magic Ret. 
NEIC 



Lenox Hifl Hospital 
Others TBD 



Current 



Current 



Fall '93 



TBD 



TBO 



TBD 



Hardware Devices to Top 5% of MD Motorola/Apple 
Prescribers ^'^^'^ 



Hardware Devices To Remaining 
MD's 



Capital MarHels 



10 '94 



20*94 



TBD 



TBD 
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Physicians' Onlinei Inc. 



Physicians' Online is a personalized online medical information and 
communications service dedicated to empowering physicians with ihe tools 
essential to advance the quality and control the cost of health care through 
informed decision-making. 

Physicians* Online ^"Company") is an. innovative new electronic medium designed to evolve 
into a comprehensive national medical information and communications network servicing 
the entire health care industry. The Company's online information producte and 
communication services provide physicians with powerful tools to manage Medical aowledge. 
Prescriptions, and Patients. Physicians* Online provides a distribution outlet for third-party 
produced information products and services. Physicians' Online also provides valuable 
proprietary information services to other industry participants including managed care 
organizations and the pharmaceutical industry. 

Phase I • Medical Knowledge Management 

Online medical information and communication services which are readily 

accessible and free of charge to member physicians through optional online 

advertising support The Company has asaemUed the inost powerfulj yet mct- 

friendly, collection of medical information tools available from leading third-party 

sources.' The core information products target three key areas of identified 

information need, including medical literature (MEDUNB), metlical diagnosis 

(QMR), and drug information (USP). Physiciar^ OnUneis being developed in 

cooperation with major medical societies, pharmaceutical manufactutera & 

marketing organizations, hospitals, managed care organizations, and leading 

technology & third-party content providers. - _ fooA 

^ Irf^lemaitaUon: 1993 through 1994 

Phase II • Prescription Management 

Online prescription fulfillment and cost containment programs made possible 
through the use of "Smart Electronic Prescription Pads* (PDAs). This network is 
being developed in cooperation with managed care organizations, juwpitals, 
pharmacists, pharmaceutical distributore, leading technology providers, and other 
health<are participants, in^len^ntation: 1994 through 1996 

Phase III • Patient Management . 

Online patient information for efficient retrieval and transaction processing 
resulting in enhanced clinical and administrative efficiency and co8t<ontainment. 
This network is being developed in cooperation with corporate employee benefits 
programs, private health insurance carriers, out-patient laboratones, electronic 
claims processore, installment credit organizations, hospitals, and other health care 

participants. impUmentation: 1995 through 1997 

The Compan/s competitive advantage is based on its ability to attract physician use. Founded 

bv practicing physicians with extensive experience delivering pracncal mformadon P^ducts to 

busy clinicians the Company has developed a market-driven f^^Sn^JT^^^^ 

maiimum professional acceptance and use. The Company is 

alliances with leading participants in every m^or health are a^^.'^l^^fS*"^^^^ 

is currently working with several leading content and service providers to develop new 

products and services for this expanding multi-billion dollar market opportunity. 
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Physicians' Online: 5 Year Plan 

To mDow» phvsimm with the mU esstnml to advance the quality and control 



I Time FramT 
Vehicle 



Potential 
Membership 

Core Markets 



600.000 physcians 
10.000 pharnaosutical execs 

TSeounI 

fli Micronttftegtir 



Secondary 
Markets 



I Main Revenue 
Sources 



Competnive 
Advantage 



Strategic 
Alliances 



CtinicalOalabaaM 
OacisiwvSupportToob 
News & Financial SeivioBi 
Special (merest Forums 
oitwr areas ol jdertiTted need 
Phannaoeu&ca) Advensing 
Phannaceutcal MicromarKeting 
Inlonnation 

MamhofsteAUsagiFees 



"Critical 
I Tebhnologles 



Infrastructure 
Milestones 



"MedictI Into Vending MachHiH" 

. Sophsticaled MO Taigettng ('Ad 

Wtunf/ •Smart AdsT 
I Installed Terminab. PDAs, ft PCs 
I Computer-Sophisticated Members 

• Medical Sodety Support 

• Phamuceuttcal Industry Support 
. TWtd4'aity OHice Systems Support 

• Phamiaceatical&cecubves*Ortine 

• User-FriBfldly Interlace 
. Proprietary Text-Retrieval Software 
» Pfoprietarv Psyd^Mnetnc MWQ Data 

• Medical &PrdessionaiSoc«ties 

• Pharmaceutical Companes 
I PhamaceoiicalMartotingCos 
> Prescription Data Martoting 

ComparMS(lMS/MMG/PMS) 
t Third-paity Comert Proyiders 
(NLM/ Camdal/ USP/ CAMO/ 
Insxanoeooa) 
. Medical Office SytfemCompancs 
. Tedfwlogy Partners (CompuServe/ 
Sybase/ Conguest/ Coconut/ Apple/ 
SuiV HP/ Cube) ^ 

- Systems imegraiion ol exisimg 
hardware ft software technology 

• Padfit Data Network technology 

• Simple Text Retrieval Software 

• Thifri^arty Comert Oevelop ment 

- 150.000 physcian members 
« 5.000 hospital members 

• 5.000 h08(Hial-based terminals 

• 5 000 PDAs in Physician Offices 

. 150.000 additional POL scltware 

ifBtaOations 

S10.OOQ.000 
$100 



Phase II 

Prescription Manaqsmem' 
Pfiysiaans* Prescnbmg Netwok 
Pharmacists' Online 
Pharm Reps' Onine 
jCareOnine 
450.000 physoan 
75.000 phamtaoes 
SOOQOdrmirBps 
Prescription FulflHmem 
Ri Cott-Cortalnffient 
>S70Mlflon 
> $1 50.000 

• HomsCan 

• ManagedCam 
- Pharmacy Network . 

-Electronic Oeialini' ft Rep Support 

^ Prescnption Processing 
t jyficromaiketing Monnation 

• Membeis^ftUsageFees 

"Smart Hecirenlc Prescription 

Pads' (PDAs) 

• Installed TemMs. PDAs, ft PCs 

• Automated Prescriber Assistance 

ProQnms 
. Ptoprtttary managed care 

appiiciiions 
t NitionalElectremcFonmianes 

■ Proprietary Prescriber Profiino 

• Patient Prescription MM DUR 

• Proprietary Psychometric Marketing 

Prescnption FdtilhnertCompaniea 
(Medco/McKessorWalue/etc) 

• Phanrades/Pharma cisl Soci eties 

• Managed Care OrganoatiQns 

• HMOs/PPOa/IPAs , 

• HoepitalChains 
t H^KtalFonn\daries 
. Corp Employee Benefito Programs 
. MeiWOtoSystemCflmparws 

. Tectwology Partners lATftT/ AppW 
EC/ General Magic/ Motorola/ HP/ 

"■•Personal OigilalAssoiams IHOAs) 
Data neiworii technology 
Proprietary PDA applications 

Pcf«iaiWoManayment(PrM). 
450.000 physoan merrbers 

• 10,000 hospital members 

• 20.000 hflsplaJ-based terminals 

• 450.000 PDAs 

. 500.000 additional POL software 

instaiiations 

t2 50.000.000 
$500 



Phase III 

3-5vr 
.'atient Management 
National Heafth Card Networtt 



2S0 md&on panems 
10.000 hospsab 
other health care participanta 
Pstlem Administration Cost* 
Containment Progr ams 
>S5Q0 billion 
>81,000.000 

_._.ironc Patient I 
Outpattem t.aboraloiy 
Transactiora 

Patient Health Mantanance 

~t Paiienn'fansaction Processing 

• Communication Senioss 
t Micromarketing tnionnalion 
« Membershp ft Usag e Fees 
- *1«totlonat Health L-- 
t instaled-base diverse 

pOS/PONertry-pdms biking 
integral industry participants 

• Electronic Pattern Transadions 

Network 

• Thid-Party OHice Systems 
Support 

f Hospital Systems Support 

• CelidarCommunicaixxviinkto 
Physicim 

CorpEm^oysetienetRS 

Programs 

• Private Health Instance Carriers 

• BC/BS/Medcaid/ Medicare 

• Out-Patient labs (MetPath/ 
Bioscience/ SKF/Na) 

t Outpatiem Testing Companies 

• Installment Cre^ Organizations 

• ElactrORic Claims PtDoessing ft 
Ciearng Houses (t€IC/ EDS) 
Medical Odice ft Hospital 

lamsComparaes 
Systems Integration 
Proprietary patient , 
admtnistrstion ft cosMontainmam | 
applications development 
CeiMar data network tedmdg 
600.000 pf^sctanmeniDefs 
10,000 hosplal members 
50,000 hospital-based tenninab 
600.000 PDAs 

800.000 additional POL software 

installafans 

SS OO.000.000 
ItOOO 
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BUILDING 

A WIRIIESS RITURE 

Started with ceflular phones. Now, new gadgets and networks are 



t the dawn of the cellular-phone 
era a decade ago. American Tele- 
phone & Telegraph Co.'s market 
researchers predicted that, by the turn 
of the centur)', about 000,000 mobile 
phones would be in use in the U.S. Not 
even close. With the millennium still sev- 
en yeare away, that number has been 
exceeded-l2 limes over. 

America's rapid embrace of cellular- 
repeated around the globe— has created, 
almost overnight, a $15 billion-plus in- 
dustry. Now. new technologies such as 
digital cellular and personal communica- 
Uons networks iPCNs) hold the promise 
of explosive growth in wireless markets 
for the remainder of the decade and be- 
yond (table). And after first grossly un- 
derestimating the phenomenon, AT&T 
and other big players in communica- 
tions, computers, consumer electronics, 
and information services are pureumg 
the market with the fervor of converts. 

Over the next few ycara. companies 
ranging from aTAT and lOM to L M. 
Ericsson and MaUushita Electrical In- 
dustrial will invest billions to create a 
new worid of wireless communications. 

SPKD CHECK 

SYMBOL TECHNOIOGICS 

T STORE CLERKS CAN 
SCAN IN THE PRICE. TAlce 

acbeoitoropay- 
ment, and record the 

SAlEWtRELESSLY 



AT&T last year agreed to pay S3.8 billion 
to buy one-third of McCaw Cellular Com- 
munications Inc., the leading cellular 
carrier. Sprint Corp., the No. 3 long-dis- 
tance carrier, paid $4.7 billion for Centel 
Corp., mainly to get that company's cel- 
lular properties. Motorola Inc. is looking 
for partners to help fund Iridium, a $3i 
billion satellite system that wouki allow 
wireless calls anywhere on earth. And 
two deep-pockets alliances— Ardia and 
Ram Mobile Date-are building national 
wireless data networks. 
QUICK ni. Meanwhile, more than 100 
companies and groups-including cable- 
TV operators— have applied to the Feder^ 
al Communications Commisswn to oper- 
ate PCN systenns. A twist on cellular, PCN 
would use hundreds of micro-cell trans- 
mitters to blanket a calling area and pro- 
vide more than 20 times the capacity of 
conventional cellular. The pocket-siie 
phones of PCNs will be* 
cheaper than cellular 
phones and might serve 
as cordless phones indoors 
and mobile phones outdoors. 
PCN calling fees also are ex- 
pected to be lower than cellu 
lar. Some investors and ana 



lysts predict PCN could compete with the 
wired nets of local phone companies. In 
Eastern Europe and elsewhere, wireless 
is being used to modernize phone service 
quickly— avoiding the time and expense 
of stringing wires (box, page 60). 

There's also a scramble to create the 
hardv^ and information services to 
take advantage of the new invisible in- 
frastructure. Alone and in groups, gi- 
ants such as IBM and Motorola are de- 
signing wireless-phone and computer 
combinations. To buiU its Newtcm, a 
handheld "personal communicator^ and 
organizer, Apple Computer Inc. has 
teamed up with Japan's Sharp Corp. The 
personakomputer maker is also collabo- 
rating with Germany's Siemens to tie 
office phone systems to Newton. A com- 
peting group, including AT&T, .Matsu- 
shita, and Olivetti, is backing £0 Inc.. 
another maker of personal communica- 
tors. Chipmaker Intel Corp. is working 
with Swedish phone-equipment maker 
Ericsson. In software, Apple spin-off 
General Magic Inc. has signed AT&T and 
others to back its Telescript program as 
the lingua franca of wirel^s networks. 

Driving this whirlwind activity is a vi- 
sion of "anytime, anywhere" communi- 
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i Mtinii'*. The premise is ihat wireless dig- 
iul nciworks. feeding informauon u> 
^oweriul handheld ?hone<omputcrfax 
hybrids, will alter the way people live 
aid work-redefining what's a work- 
place, a store, or a iibrar>'. Using a per- 
sonal communicator, you might trade 
swcks while sitting on a train, order a 
i *'pair of gloves from an electronic Lu 
ij gean caulog while riding on a ski lift, or 
look up a legal precedent from a comput- 
eriied law iibrao* while lolling in your 
backyard. "You'll have incredible power 
in your pocket at a very low cost" says 
R obert _M. Kavner . an AT&T group execu- 
U've wRo iT helping to lead the phone 
company's charge into the wireless age. 
%iA otiiitci. As the surprising populari- 
ty of ^llular shows, the shift to wireless 
is a more powerful force than anybody 
realized 10 years 
ago. Now. Kavner 
and other enthusi- 
asts say it may turn 
out to be a shift as pro- 
found as the move from 
gaslight to electric bulbs, 
trains to airplanesp-or main- 
frames to PCS. me last 100 years 
have been the wireline century, 
says Thomas E. Wheeler, president of 
the Cellular Tclecommunkations Indus- 
try Assn. "We have just embarked 
upon the wireless century." 

That assumes, of course, that the 
new networks fall into place smoothly. 




That's a big "if." First, it will coj^ 
billions of dollars and take yeai^ 
upgrade today's analog cellular 
works to digital technology. AncT;!^ 
ington has yet to allocate the radi^'| 
trum needed for PCN systems. • 'V**''.*;^* 

Doling out spectrum space could *bie['4^ 
done quickly through auctions, a moverv^ 
the Clinton Administration now bacto:*;^^ 
Auctions would replace time<onsuming'>*< 
competitive hearings or the lotteries that • '-V jfij 



created windfalls for tucky winners in 
the early days of cellular. Opponents of 
auctions worry that big companies 
might buy up much of the spectrum at 
the expense of small ones, but support- 
ers say companies with promising tech- 
nology should be able to get the neces- 
sary funding-to bid. 

Perhaps the biggest ques- 
tion mark is the health issue. 
Early this year, the cellular 
industry was rocked by re- 
ports suggesting that hand- 
held cellular phones might be 
linked to brain cancer. Evi- 
dence connecting radio emis- 
sions with any form of 

cancer remains inconclusive, but 
the scare has the cellular in- 
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IRIDIUM PHONE 

MOTOROLA 

^lOOK OUT, WORLD. 
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dustry racing lo prove Uiat a world of 
'p^kVt phones and laP"? 
With wireless modems w.11 be saf e. H 
nMDie are scared of having a radio n«t 
rtirTar^lS^ou think the/n^^ 
ine to have a radio in their lap? asks 
one computer-industry execuUv^. 

'"iSther issue: ^'^^^J^^^'Z 
whelmed by junk m«l. ■ ^ 

nonstop phone ^fjj^y. 
iect \o the mtruswn of »ny^"**2L 
£re communications ThereJ tte 

question of privacy. To send c^ls to 

^•0 r pocket phot". ^ ^y*""? j£ 
'need to know where you are. And cellu- 
SfcSlers atody worry about eav«- 

droppets who use police ^ 

i:Si/sS%«srw;?o 

leVKm to Uke op cButor phones. 
?rAmthcumbW«nisof«jj 

outer wires, executwa can Keep up 
Iheir freneac travel schedules and stall 
Sua business as if they ""J/; *e 
ir « Ti,«»'il he able to fire off faxes 

-..u-l siau for human beings. 
"wSlS technology isn't just for 

white^ilarset^thouijjyb™ 

hteist inforraauon to employees wnere» 

C *e (Sential to revamp the way 
S^ice peSonnel and even prwiucaon 
SVn do their jobs. Repair people, for 
Sp". will ta veinstnnt access to 



^ "You'll hove 
incredible power 
in your pocket at 
a very lov/ cost" 
— 0 shift OS big 
OS from gaslight 
to electric bulbs 

ROBJRTM.KAVNIR 

parts inventories. Back 
at headquarters, wire- 
less computer network- 
ing will make it a snap 
to move a PC from one 
office to another. 
Even low-tech equip- 
^•■■rr==^ ment wfll go wireless. 
Tiny radios on boxcars, freight antam- 
i« ami truck trailers wi 1 help shippers 
'pS^S ISeries of goods, as Jh^ 
5X their way across countries or 
SS^ Also.itmysopnbe e«n^ 

to install transmitters « w^,"""^® 
S Jriay information such as how many 
cans are needed of each . 
'^The bottom Une: 'Ws a vejy cto^ 
cut productivity W8?"»«"''-„X 
George M. C. Fisher, chairman of Motor- 
S A Pitney Bowes Inc. for exampte^ 

3.800 copier-repair P^P^,""* „»S 
$2,300 wireless data termmais connoted 
loAe wireless Ardis network, a ywnt 
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venture of Motorola and IBM. unginaiiy ; 
created for IBM's technicians, the setup . 
not only tells workers what and where . 
the next assignment is but also dives : 
tato a datt base tor such infonwuon as I 

the date of the last ^^^t^^^. 
of the person to see. Before. Pitney , 
Bowes leps phoned in and arnv«i wi* 
SvTinformation they could smb; j 
ble on their hand or the back "fa pad 1 
says Murray D. Martm. president of Pit- 
ney Bowes Copier Systems. 

Now. technicians amve^th aU the 
ne^siry information. And if they need 
a^SrSwo the repair depot, they «n 
orS it over the Aidis system and have 

tas improved productivity l» to \.f^ 
«d S customer satisfaction. But it 
SLTa Se: about $130 mnUon, in- 
computerised di8i»teh setup. 
S> «n. So far. only a few pioneers 
have been wUling to pay such high 
nSs for the benefits of wireless. 
Sg Sem are the two packagwlelrj- 
jnints. Federal Express Corp. built 
S^oWprivate radio networi^ and JU^'^ 
ed Parcel Service of Amenta Inc. reeentr 
Iv ormnized a national network by pw^ 
\Ki together ceUularphone systans. But 
SfiSte plunge, tho^ands of other b^ 
nesses wiB follow. Motorola, for exanh 
KTrwficts that by 2000. « many « 20 
SSfcn U.S. woriters will be walkmg 
SSd with wireless tf™'?*^- 
Sola estimates the market for su^ 
two-way wireless setups should hit » 

bilUon then. . . . . 

Corporate Amenca seems ready, ina 
smeTof 3^00 lop ewcutives by 

— jji^g 4 louche, more 
than 909(> sud they ex- 
pected wireless commu- 
nications lo boost pro- 
ductiviqr by the mid- 
1990s. At software 
maker Microsoft Corp., 
3sig| Nathan MyhrvoW, vfce- 
president for advanced 
technology and busi- 
ness development, sees 

The chonge 
won't take place 
overnight. "It 
takes 10 years 
typically before 
a new product 
really takes off" 

6E0lteEM.C FISHER 
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' the market tor wireiess data devices 
' cquaiitijr '-^^ market for PCs— now about 
I :K) million units a year. 
: U^fore (his mass market materializes, 
j however, there are hurdles to clear— 
' both in technology and marketing. The 
most important technical developments 
I center on the shift from analog to digiul 
t cellular. By converitng the human voice 
j to computer code, at least 10 times as 
I many calls can be sent over the same 
slice of radio spectrum. Right off the 
but, that should relieve service problems 
in such cities as Los Angeles, where too 
many cellular subscribers are often try* 
ing to gee onto the airwaves at once. 

Digital systems are already operating 
in parts of Europe, where a continent- 
wide comrnon standard has been adopt- 
ed. But in -the U.S.. a dispute over two 
proposed technologies has delayed the 
shift One, called timeKlivision multiple 
access rroMA), is ready and would boost 
capacity up to sixfold by slicing cellular 
voice channels into split-second time 
slots, then sending digitized calls in tiny 
bursts. But just when the cellular indus- 
try decided on TDMA, 
another system ap- 
peared. Called code^iivi- 
sion multiple access 
{COMA}, it promises to 
expand capacity by a 
factor of 10 by breaking 
a call into digital "pack- 
ets," then assigning a 
computer code to each. 
The packets are inter- 
mingled with packets 
from other calls and un- 
scrambled at the receiv- 
ing end. But until the 
technology dispute is 
settled, the old-fash- 
ioned analog system 
may be the only nation- 
wide network. 

When the digital net- 
works are in place* how- 
ever, the speed and reli- 
ability of sending data 
should improve dramati- 
cally. Cellular operators 
have already endorsed a 
format called cellular 
digital packet data 
(CDPD) to Improve data 
communications over 
existing analog net- 
works. Based on an 
iDM-developed technol- 
ogy, it allows data to 
*'hop" between channels 
that are not being used 
for voice traffic 

In the meantime, 
makers of phones, com- 
puters, and consumer- 
electronics products are 
working on designs for 



the gadgets we'll carry around in the 
wireless world. The most talked-about 
has been .-Vpple s Newton. This calcula- 
tor-size device, due out by this summer, 
will combine the functions of a pocket 
organizer, such as a calendar and a tCKio 
list, with communications features such 
as the ability to send and receive faxes. 
Because Newton has no keyboard, users 
will write on its screen with a special 
pen. Software will "read" the writing 
and act on instructions. Apple says. 
Ncwion also will capture handwritten 
notes to be sent as faxes. 
AU IN ONI. The gallons of ink spilled 
over Newton have raised some red flags 
about the move to wireless. 'There's 
more hype than there'll be revenue, at 
least in the next few years." cautions 
IBM wireless researcher Satish Gupta. 
Competitors say that while Newton 
points to the possibilities of wireless, Ap- 
ple may have created unrealistic expec- 
tations—for itself and the emerging in- 
dustry. Not only has Apple yet to build a 
Newton, but when it does, the furst ver 
sion won't have most of the wirel^ 



BUILDING BLOCKS FOR 
THE WIRELESS WORLD 



Some ofthc fecl:no fogies 
being dcvchpod for a new 
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DIGITAL CCLiULAR By moving From tcday's anolog sysfcm to ncv.' digital 
technology, cellular phonc-iyitem capacity wi!l expand drcmoticolly. and 
dcto cofninunicotions via cctlulcr will become easier 

PERSONAL COMMUNICATIONS NETWORKS. OR PCNs A system of 
cheap poclcet phones using "microceir radio transr.ission ihct eventually 
could reptocG v-fired phones, even in the heme 

SATELLITE PHONES These systems, such os Motorola's proposed Iridium 
service, would ring the earth with low-orbit sciellites to conned colls to 
any point on the globe 

CELLULAR DIGITAL PACKET DATA An enhonccmcnt planned for today's 
anolog cellulor phone systems to allow "pockets" of da!a-electrontc moil, 
for example-to "hop" be^^ecn Icmpororily free voice channels 

PACKET RADIO These systems, suchos ArdisfromJStVi and Motorola 
and Rom Mobile Dalo from BellSouth and Rom , ^ 
Brood costing. oDow two-way, doto only ( Vv^^ ^ J^CO" 
comrpunicclions to handheld devices jT^^ m.^^^ ^^fr 

PERSONAL COMMUNICATORS ^^J^ 
The firs) models, such as those ■ ^f^^ 

from AT&T/EO and Apple ^ . . j^JS^^^^^^^^^ 5 
Computer, oppcor this yeor. ^CS^ ' /^i^fe^Spi^x^'vJ ^ 
Think of them OS mobile »^^lr ^^^^f 
PCs of the wireless age ^ ^vl/^ "'^'"/A M >fr 

WIRELESS COMPUTER >^ 7v^^^ 
NETWORKS ^JUfc^ \ / \ Ajf^ 

linking PCs and other 1-8^35^ ] J \ f] 

computers by rcdio wave *^y^Cv J 
eliminates miles of cosily, \^ VC y/ . ^ 
confusing cables ond .^^$rm"^ 

mokes it much easier nTVy/'^r^*^ ^^^^^^^ 

forccoflf,guro systems ; ,lV))#) ' • - • 



dau-communiaiion capabilities ihatcco 
Joha Sculley has highlighted. "I think 
the bar has been set too high by the 
Sculleys of the world." says James C. 
Hobbs. a vice-president at BellSouth Mo- 
bile Data. Apple executives were un- 
available for comment. 

Even if you can't yet stuff all the 
necessary electronics into one handheld 
unit such as Newton, "the technology is 
all here." says Martin Leveiin. executive 
vicei}resident at Ram Mobile Data, a 
service similar to Ardis. The challenge, 
he adds, *'is assembling the pieces and 
making commercial prCNducts out of it.*' 
For now, the solution is to carry two 
devices-H>ne computer and one commu- 
nicator. That's how users of the Ram 
system operate. They carry a Hewlett- 
Packard Co. 95IJC pocket-sise PC at- 
tached to a radio device from Elricsson- 
GE Mobile Communications. The {995 
padcage allows execuuVes to send and 
receive short text messages almost any* 
where. Soon, with help from Intel and 
other chipmakers that are shrinking the 
communications electronics, it mtiII be 
possible to do this with 
one device, such as a 
notebook PC or per^nal 
communicator. 

Titus & Sons, a medi- 
cal-supplies distributor 
in Ci^ of Industry. 
Calif., is trying out one 
of the first personal 
communicators in pro- 
duction. Built by EX), the 
notebook-site machine 
stores product informa- 
tion and can send or re- 
ceive wireless faxes. It 
also doubles as a cellu- 
lar phone. The device 
"is essentially the office 
we don't have in the 
Held/' says Don Dur- 
ben, a Titus salesman. 

Investors in new 
wireless networks and 
hardware figure that 
millions of executives 
and workers will even- 
tually want such mobil- 
ity. But it won't happen 
overnight "It taka 10 
years typically before a 
new product really 
takes off." says Motoro- 
la's Fisher In addition 
to technical issues, 
there is price. The EC 
personal communicator 
with the cellular-com- 
munications option, for 
instance, costs about 
$2^. Apple says Mew- 
Con will be priced some- 
what under $1,000. Ex- 
perts say a mass 
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ntires drop below $500. 
•^^wn ^n. the demand will depend a 
Jat deSo; the types of wi«less ser 

S available. Infonnauon pro^den 
S IS Mead Corp. say they want » 
SSeir comput£rixed data, such as 
"wswper and magaiine stories, over 

Sunced a concrete pUn. In .the process 
5 launching wireless servwes. there 
Jill be a lot of players who will Iwe 
™onev" predicts Dennis htnck. the 
S ra chairman who heads Time 
Warner Inc.'s wireless efforts. 

Steep costs, high risks, and the need 
U, set standards are already pushmB 
wireless pioneers into rainplex alha«c«. 
"We're partnering with some of our fu- 
ture competitors in order to make this 
world happen." says ATifs Kavner. 
S has ^Snaged the phone company's 
partnerships with EO and General Magic 
Araone backers of either or both ate 
«TlJtS AT*T rivals as Matsushita. 

'^r^bir'mStion behind.such 
stmge-bedfeBows relationships a the 
few of getting stuck with a Betan«« 
mSduct or seivice in a new vhs worW. 
CJt Uraaon. it.:*wfl> s«nt the 
growth of the industry." fV^Jp^' 
vJapole. chief executive of Ardis. Cw^ 
Tration may also be critical in getting 
f3S regulators to dole out the needed 
airsoace tor wireless services. 
S w»r a««i. Even as they team up. 
however, the major players in coroputen 
and communications are jockeying to oe 
ame the big wheels m the 
world, too. Motorola is Pe^aps »ebot 
positioned, since it's among the togBl 
Irokeis of cellular-tnmsmBsion equip- 
ment, cellular phones, and pagers, u 
E owns pieces of wireless .networta in 
!he U.S. «wl abroad. And it's worinng 
on personal communicators. 

Motorola has aT« to ^^^^J^' 
though. The phone g««l pl^f " ""^^^^ 
McCaw's cellular service using Uie pow- 
erful AWT brand. And AT«.h« b gger 
pjns than McCaw."Ks not just 
S« re interested in. ifs aU of w^teS; 
say, Victor A. Pelson. an atAT grDup 
exMUtive who heads its oommunicatioM 
e^Jices business. That's why the «mpa. 

„y plans to test PCN systems over itt dd 

micJowave tang^istance towe«. ^J'J 
have been little used since the move to 

optical fiber. AWfs sUted goal is to ce 
the leading provider of "anytime, any- 
where" communications. 

And Apple isn't the only.compuler p- 
anfSiatS aiming for the wireless worii 

SLiough wounded by its recent fman- 
daluoubles and execuUve^uile turmo^^ 
IBM is making substantial co"""!"*"^ 
!!! u,in.le^. In addition to its half-mter 

««BUSINISSWlU/A«ttl.W« 



est in Ardis. it has a prottitype personal 
communicator and is developmg wue^ess 
PC networks. In addition. IBMB expectiid 
to tiike a stake in In-Right Phone Corp, 
the Oak Brook Terrace (III.) developer of 
a digital air-to-ground phone system 
founded by wireless pioneer John u. 

^ sS*iSle race to make a wireless worW 
has begun. Tlie biggest players m the 



computer, communications, and informa- 
tion industries antidpale a new suge in 
technology, which, as the microprocessor 
did in the 1980s, will create vast new 
markets and new fortunes. TVey see em- 
pires in the air. 

By Bati Zkgler in iVew York, villi Mark 
tfltfyn in Watlunslon. RobeH D. Hof in 
San Fnnaseo, Leii Therritn in CTteojo. 
and torcott reporti 



miUlAR IS NO LUXURY 



Two years ago, the Hungarian vil- 
lage of Uri. 25 miles Muth of Bur 
dapest, was in trouble. Most of 
its 2,'rOO residents were thrown out of 
work when the trock-pats factory 
went bankrupt Their best hope: W 
Sag/s electtical-firtiOT factory. But 
the ttwn had only one phone-a tend- 

S«&edmodel-«Nawhait05P«f 
seven days a week dnymgawwid 

tag oideia. After »300 fora 
ceUular phone, however, ordeis stinted 



coming tt) him. Today, he runs ajJOO- 
employee, $15 milKon busmos. mwt^r 
as red Honda Acco.4B«J » 
the office, he has four "lore ."nobae 
ohones. "Without the phones, Nagy 
Says, "we'd aU be dead ducks. . 

Mobile phones have become a basic 
survival uxrf for emerging nations. 
From Indonesia to Pakistan to the for 
mer Soviet bloc, cellular is qwcUy 
ating modem phone links. Upgrading 
old wired systems could take decades. 

This summer, after four yean and a 
modest $85 million investtnttt, Hnnp^ 
r/s Westfil Radiotelefon will fmBh its 
Mtionwide networic 1*6 joint 'entiire 
of. sti»t«wned Hungarian -Teteim^ 
municatkns Co. iHTO and 
Inc has signed up more *» 24.0W 
subscribers. For one-third of them, the 
mobile phone is Aeir only (»«. 

Nobody ejtpected Westel tt» tiJwMf 
so quickly. -This was unknown tor^ 



says General Manager Andiis 



Surfr. But it is rapidly becoming grt 
of the fabric of dafly life. Near Mis- 
kolc, in northeastern Hungary, dairy- 
men use Westel phones to drum up 
business for oncedying farms. In the 
rural district of Kunadacs, Dr. Kabnan 
Farkas dbpatches ambulances from 
his car phone: His region of 140 sgoare 
miles has only 80 wired phones. "We re 
saving fives," he says, 
ao^ icetimiY. Westel has been an 
oaexpected boon for U.& W«t. *hjch 

owns 4» of the ventiire. At IflOO a 
month, eustomere are 8«?'^°P 
as fost as expected and are talkuig 
more than 6 houre a month, or ttree 
times the Western avenge for cellular 
oDen. In 1992. Westd more than dou- 
bled its revenue, to $60 million, and 
breke even in l99l-two y«n ahead 
of schedule. Steven E. Andrews, heart 
of U S. Wesf 8 non-U. S. wireless ope^ 
ations,figi«shismjmlUonmv«^ 
nent could rehim 20* ti) M» pretiix 
over 10 yean, up tti twu* what it 
earns at home. , 

Encouraged by results m Hungary. 
Andrews has aggressively punued 
Sfter franchises. U.S. West now 
deals in the Cteeh and Slovak republics 
and in Moscow. St Petersburg, and n 

other RttssiaB cities, making it ttie big- 
gest ceUular player in Eastern Euitp^. 
New oDDOitumties inelude a chance to 
SToJJKo new digital «llubr nets 

Kigary. U. S. West is abo hkely to 
be a bidder when the government sells 
off about 3056 of wtc next year. 

For ordinary Hungarians, who earn 
tZU a inonth;$2.000 for a handsel anc 
aOOO in hookup fees put cellula. 
;Knesoutcfrei!ch.Butforentrepre 

SeuB in Hungary's goir> «onomy^ 
oriee is too Wgh. Like Nagy, *ree 
SSten of 8uto«ben use the phone 

businesses, and I4* «y jh^^ 

wottM go bankrupt without them. W' 
;S?h£gry.''he.ays.''forM«eth.n, 

we never knew we were missing. 
By JmaOtau B. Lnine in Budapa 
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ARDIS 



300 llftisK««5i 



MEWS RELEASE * -^mmAiw 



Contact: 



Dean Davison 
Dianne Weaver 
Barkley & Evergreen 
(913) 432-2600 



UNCOLNSHIRE. - Toda,. ABDIS . iocrtasi., .h. P-o*c.iv«y o. ,hcu«n* 
w«K,« ^ bhngiog m.m in..™.att.r s*..™ .^'ough m powr 

^ cmmunWons. As .K. pr.ea.in.« ^ 

ARDIS randan. .» 9^ -"<*!• P~"»'»"*' " 

the information ilwy need wtwrevet they are. 

m. oriel history ol ARDIS sH,n*s th, tr.n«ndous g-owm ol one ol the hottest 
.arKats o. .h, .990s. Formsd as a ^in. vantur, batwaan ir^stry giants m and 
Motoro^ in AprU ,990. ARDB tooK ovar commarcia. opara«o.» o. n„«or.« wh« had 
oaan da^oyad by tha two c».pan»s and in prorWcn usa sinca ,984. Today. ARDIS 
nas n»r, than 60 oustoma-s and 30.000 usars on th. natworK and . adding hundreds 
evar, month. ARDB sarvas ,h. top m matropditan araas and provide, wir^ess 
•co«rag,inmor.,hane.00O«.sand.ownsin,haS0s.atas.^r„Ricoand,haVir,n 



Islands. 



>. 

-JUS. a tew Shod years ago. witless data comn,un«a«ons on* agisted as an 
«a.- ^ ARD.S president F««,K Wapo,.. "Now we predict that «,era wi« be rr^-^ns 
of users by the end of the decade.' 

• more • ^ Potnenriip oi IBM ctcwowfl 
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e.,mp.e.usesapc«3.,e«i-..es,co.^.e'.o 

" " "::ir a»app«ca«o«..,— 

Acco-di.^ .0 Wapo... *e ab,U>, ^ 
,..csa...a,es,.cK..™.a^- 

.uslnas. P««a-- 

applications 10. wralesa-- „.,™rt^otwWe»sdatacon<municalio«. 
,„.„o.,o.a.a«.acce„«»^^ 

^e.a announo. . - „ ^a. 

products v/iihinte9ra^®^^"° 



- more • 
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Customers 

ARDIS has played a leading role in bringing the power of wireless technology to 
innovative, industry-leadlng companies. During its first year, the company built an 
impressive list of 35 customers and signed multi.million dollar customer contracts with 
Otis Elevator. Pitney Bowes and NCR Corporation. Today, its customer base spans a 
variety of industries including field sendee, field sales, transportation, public safety, 
communications and Insurance, serving customers such as Unrted Parcel Service. AVIS. 
Household Finance. AT&T. New York Departnfent of Transportation, and Maersk 

AVIS Rent-a-Car. uses ARDIS to expedite the rental process for customers. AVIS 
drivers use an on-board computer to key in the customers Wizard number, and in less 
than the time it takes to drive to the lot. the computer tells the driver the color, make and 
model of the customer's car. as well as its lot location. 

-ARDIS made it possible lor us to dramatically increase customer service. Now 
more of our customers spend less time at the airport." said Robert Salerno, senior vice 
piesident/ge'w'al manager lot AVIS. 

Tlw ARDIS network 

As the lira nalionwide wireless daU newofk. ARDIS has in place a sophisticated 
netwo.1. stnKlur. that alk«.s mobile workers to access powerful appficaions ». ponable 
• computers wnerever they are locat«l. Available 24 hours a day, seven days a week in 
more than 400 U.S. metropolitan areas, the ARDIS network provides on-street and in- 
buildih, coverage through «s more than 1.250 base stations. Its phmary network 



- more - 
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operation lacility is located in Lexington. Kentucky with two additional hubs located in 

Chicago and Los Angeles. 

To increase the network's capacity and speed. ARDIS is implementing the first 
phase of a $150 million network enhancement which will deploy Motorola's 19.2 Kbps 
protocol system. The expansion, initially directed to the top 30 metropolitan areas, will 
support automatic roaming, allowing use« to maintain instant communications with peers 
or their company infomiaiion systems as they travel from city to city. 

"If we're going to maintain our leadership status as the world's largest and most 
advanced wireless data networt^. we must anticipate and meet current and future 
demand.* Wapole said. "This expansion is driven by that commitment." 

Strategic Business Partners 

ARDIS has formed partnerships with leading software and application developers 
to provide turn.key solutions for companies looking for ways to increase the productivity 
of their mobile workforce. By offering ARDIS-compatible applications, the partnerships 
leap-frog the time-intensive and expensive applicatib'n development process allowing 
customers to realize the benefits of wireless data communications immediately. 

ARDIS has named several software application developers as Value Added 
Marketers (VAM). a business partnership arrangement covering a cross-seclion of 
'industries including field service. fieW sales, insurance, transportation and public safety, 
service Systems International. Ltd.. Business partner Solutions Inc.. AST/The DATA 
Group, carrier Logistics. Synergistic Systems. Carrier Logistics, and ADP Automotive 
Claims Services are companies that have fom»ed alliances with ARDIS. 

• more- 
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provides its customers witn a u«H ^ ,««,«mentatlon services to 

L »cn.c. suppon. suPPon. .,-n«, ,^ .»P.".- 

,«u» iwngm solution ispu. into 

,■ ™, ™-e U-an 40 n*n messages each ™* to and 

" IlTc^ to ,.-r ousiness. In tne ve. nea, 

,™„«,K.pe.»nne.pro.din„n.o,n,a,«na^ 

-"•^"°'^:;rr:ra::::^----- 

K oloflv is available, but how the techr^ology fi appueo 
«i™i.ss data solutions to n»ettl-n.M» 

M « M 
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Physicians' Prescribing Network 



p^vwriann Proccrihin'r Network iPPNj is an online interaoiw prescription 
drug ordenng ivstem hnking physicians with phannacisK and mail-erder 
suppliers ^-ia an'industrv-supponed EDI network. PPN provides patients and 
prescription-dnij-benefit plan sponsors the ability w minimize oui-];.-tient 
prescription costs by pTo%'«*ng physicians with po»m<f-ne«d imormanon 
resources. PPN is designed to complement existing distribution and claims 
processing networks by linking them directly to the physician. 



The convergence of escalating health care costs and the a4»'ance of information technology has 
oaved the way for the formation of PPN. While there are a few compames that cttrreotly 

provide pharmaceutical benefit programs for plan sponsors none have jdentified a cost 

effective means of linking the out-patient physician with their well-developed cost-conUinaent 
and utilization information systems. PPN has developed a cost^ffective means to create the 
required link co the physician. 

By creating an industn-wide network. PPN will link physicians, on a wireless basis, directly 
into all phannaceuticarbenefits programs. This linkage will create the twls to mpower the 
Dhvsician to increase the quality and lower the cost of prescripfcion drugs in the $40 bUlion out- 
patient prescription drug market These tools include an online formulary, online prospective 
drug utilization review, electronic transmission of prescriptions t© pharmacists, and online 
access to other information and services. 

PPK will provide physicians with the necessary hardware, while the pharmaceutical benefits 
programs will pav PPN a transaction fee for each prescription. Wille ceruin pharmaceutical 
drug Droarams may consider creating their own proprietary network. PPN does not beheve that 
a ohvsician will use multiple systems and multiple input devices with multiple interfaces. 
Instead successful implementation vrill require a single universal method to provide drug 
benefit program information to physicians during the normal pTescriptton wnting process. 
This indusfry-wide approach is designed to help ph>-8icians accept this new technoloB^ into their 
mobile work envlionment and to avoid the failures that other proprietai? netijrork efforts have 
e.tperienced. 

PPN is being organised by PhYif"'"'' iPOL), a personalized online medical 

information and communications service dedicated to empowering phyridans with the tools 
essential to advance the quality and control the cost of health care through informed deasion- 
makina. Phvsicians Online projects at least 20.000 physician membert will be using its 
online reference, diagnosis, and treatment services bv the beginning of 1994 Phy«danfi 
Prescribing Network will begin operations in 1994 vri^ a potential membeiship of over 450,000 
physicians, see Appendix) 

PPN is currentlv in discussion with every myor pharmaceutical benefits company and several 
Urge physician groups regarding this effort. In addition. PPN is wmmissiomng a health 
policy consulting group in Washington to study the impact of this effort. 



'J^ >f 11 *• "^^ 1 T • 
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1 pp\ ^designed bv phvs,oans for physician use. ifember physicians can utiliie 
' the N'envork regardless of which plan sponsor or paoem is mvolved. 

0 p?\ is open" to all plan sponsors, phj-sidans. retail phannacisM. and "wJlj^;**^ 
fupplllrs Ho*S^^^^^^ since p^vsidans will not use a svsiem thai does nor include a.l 
plan sponsor?, indostry-wide participation is required. 

4 cm«r* <?rriDt« enables ohvsicians to maxiiniie patient and plan sponsor coat 
prescription writing. 

4. Formularies are continuously updated. 

5 PPSMo«ers transaction costs by eliminating paijer«orV^«^^^^^^^ 
avSding miscommunication between phamaosts and physicians. 

6. PPN security eliminates unauthonwd prescriptions. 

7 PPK provides prescription drug benefits P«^Jj»;«^^^" 
o^er suppliers with an ability to offer new products/services. 

8. PPK utilizes wirelesi digiul radio technology to assist mobile physicians. 

9. PPN is hardware independent allowing for maximum access and dianging 
ttchnologies. 

10 The initial hardware expense necessary to esttblish PPN will be minimized by 
spreading it across a broad industry alhance. 

11. PPN is designed to integrate with daims processing information requirements. 

12. PPN is designed to access patient record information. 

With the public-s concern aj-wunaw^^^^^^^^^ SS^i^l^aSuSS , 

etTorts are onderwav » lower such cMtstimugn p^^^^ 

areas rather than the «;»<»*«»°"i.^5v u^Sm w feJ3u« utilitation has increased in 
on price controls have been '*»f;«J> »;*f.f 1*™ redStions. However, utilization 

superior information management, 

pharmaceutical benefit, the eniployer can better wwj cMtt. "JJ^^ ^ ^^n, 
20% of employers currently carve out pharmaceutical benefits. 
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lMPi; .PMATION TECM H"! "t"^ *''D PHYSICIAN U8E 

over wireless networks. . 

P HYft'^'ANS' PRF ft^niB'Mfi NFTWORK SERVICES 



I. 



A p«««ni,rv With the cooperation of the Uading companies that manafe 

Onlinp Fnrmnlar. links the physician with tha vanons fomiulanes 

prescription drug benefit P"?[^»- Y^g^ ScripH wUch helps the physician identify 

tST^jte'^'t";^^^^^^^^^ u Wof formularies and seamlea. 
integration into the prescription writing process. 




PPN 



Rx Benefits Co 



Pharmacist 



iSy and avoid drug interaction and allergy proWems. 

pharmaceutical beneHt proerams. the P««"^."" and patient time 

irder distribuuon outlet of their choice. This linkage will eliminate pspw y 

at the pharmacy. 

S caTiSuTe. S d^i SmLr itient eKgibiHty venfica jon. patient 
rJSS. 3e ordering. 'refill alerts, and step therapy alternatives. 
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PHARMACEUTICAL BENEFITS PROGRAMS 



Pharmaceuucai Benefits Programs are managed by a handful of companies which have 
invested hundreds of milHon's of dollars in information systems to provide Formulary and 
Drug Utilization Renew capabilities for both large employers, HMOs and other plan sponsors. 
In fact, while HMOs ma>- have ample purchasing power to pursue this business for ihemsekes. 
millions of lives are necessary to recoup the cost of these investments. For example. FHP. one 
of California's largest and oldest HMOs, just entered into an agreement with one of the 
following companies to "buy^ rather than "make" its pharmaceutical benefits program. These 
companies include 



r;*rpmflrk . formerly a division of Baxter, is 51.5 billion supplier of integrated services 
including drug benefits, home infusion, and physician services. The company b 
integrated drug t^nefit programs serve more than 8.0 million people. 

nivAr<iifi»>l Ph arma^mirigal SAfviros fiTnitoH H^^ftithPflrPt, a Subsidiary of a national 
HMO. offers pharmacy networks and claims processing products that use group 
puithasing power and utilization control techniques to contain health care costs. United 
provides managed pharmaceutical care to approximately 7.6 million people in this 
subsidiary, which is one of the fastest growing segments of its business and now 
comprises about 15% of profits. Diversified s primary market is other HMOs. 

FYprixjt fiiTipts is one of the nation's few fully integrated pharmacy benefit managers, 
servicing plan sponsors through a preferred network of retaflers and an in-house mail- 
order fadlity. Founded by NY Life in 1986 primarily to manage its drug benefit for its 
650.000 3anus (1010} subscribers. Express Scripts has branched out to nonrelated 
customers and now serves over .3 million people. Group purchasing, formulary 
compliance, and substantive drug utiliiation review contribute to savings of 25-35^ on 
plan-sponsor pharmacy co$t5. Express has recently entered into a five year exclusive 
agreement with FHP.' a California HMO. 

M0<^fQ rontairmpnt ftervieefl is a leader in the pharmacy management business, 
serving 33 million people through integrated retail and malKorder pharmacies. Medco 
haa integrated formularies, which allow its national customer base to benefit from 
exclusive, discount contracts with manufaaurers for 'preferred' cost-effective drugs, 
and aggressive drug utiliiation reviews. Medco is actually changing physician 
prescribing patterns through educabon. With this trend and the loss of the pricing pedal 
in the U.S. market, drug companies are rapidly recognizing Medco s ability to dnvc 
market share through active educstion of physiaans of cost-effective alternative 
therapies. In response, they are entering into markei-share-driven exclusive rebate 
contracts with Medco. In addition. Medco has added other special services such as 
employee assistance programs, mental health management and institutional pharmacy 
to'serve nursing homes and prisons. 

pr.q Hpaith .^Y s tfyns iMrKajsRoni is the nations largest processor of prescription claims, 
amounting to almost of the out-patient drug market. While PCS's core business has 
been to supplv traditional indemnity plans, the market is moving to managed care 
programs. PCS just recently acquired Ginical Pharmaceuticals, Inc. and its Clinical 
Pharmacv Advantage which provide integrated managed prescription benefits 
programs. In addition, PCS has been selected by the National Electronic Intbrmation 
Corporation to streamline the system and electronically process claims for this group of 
insurance companies. This puts PCS in the, center of the development of important 

THB 06040 



.tandards % the development of the electronic patient re?'*^- ™< ** 

Sd> largest distributer ot Pharmaceuticals and other health care products. 
Ssson had more than Slo billion of total ctporaie revenues ror 1992. 

VslueHealth i< the leading independent provider of managed care pharmaceutical 
rr. ductTto large, self-ia^ured etoplovers through iti ^''^^''TJ' vTith 
Kntlv *enes ibout 7.5 million people, and accounts for about .0<i of wven^"- 
mcrl li-rmplovers .nigrating trself-insuring and to carv.ngH)ui V^f^V^on 
Wtl Value ha, been VgcreMively increasing its product line to meet this growing 
market segment. 




i') Much of this information «as obwined from Alei. Brown & Sons publications. 
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PHYSICIANS* PRESCRIBINO NETWORK 

* Organizational Planning 



Item 

Organize Ptiysicians 
Organize Technology 



• Prototype 

• system Design 



Study Cost Benefits 

Organize Ran Sponsors 
. Collect Formulary Data 



Review State Pharmacy Laws and 
Work with Boards.' Lawyers , 

Develop Smart script Software 

• Feature Design 

• integration ot Patent Retord 
& Claims Processing 

Regional Pilot Test Program 



P.O.L 

Physician Groups 



P.O.L 

General Magic 
Motorola/'ARDIS 

Apple 
AROIS 

Bus. Partner Solutions 



Lewin or other 



McKesson, Medco, 
CaremafK, Oivrstd, 
Express. Value, etc. 



LeBeouf. Lamb 



P.OX. 

Medical Societies 
Qenl. Magic M. 
NEIC 



Lenox Hill Hospttat 
Others TBD 



0s f/* Tftn <i<H: oi MO Motoroia/Apple 
Devices to Top 5% oi mu 



Hardware 
Prescribers 



Hardware Devices To Remaining 
MD's 



Private Investors 
Capital Markets 



patce q Funding 

Current NA 



Current 



June 7 

Current 
Current 



Currerrt 



Current 



Fall '93 



IQ'94 



2Q 94 



NA 



NA 
TBD 



IBD 

NA 



TBO 



TBD 



TBD 



TBD 



TBO 
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□ IMAGE CUT OFF AT TOP, BOTTOM OR SIDES 

□ FADED TEXT OR DRAWING 

□ BLURRED OR ILLEGIBLE TEXT OR DRAWING 

□ SKEWED/SLANTED IMAGES 

□ COLOR OR BLACK AND WHITE PHOTOGRAPHS 

□ GRAY SCALE DOCUMENTS 

□ LINES OR MARKS ON ORIGINAL DOCUMENT 

^REFERENCE(S) OR EXHIBIT(S) SUBMITTED ARE POOR QUALITY 

□ OTHER: 

IMAGES ARE BEST AVAILABLE COPY. 

As rescanning these documents will not correct the image 

Jlf'^Tlw t"''^'*''''' P*^^'" '^^^ ''^P^'-t ^^^^^ problems to 
the IFW Image Problem Mailbox. 



